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REGULATION OF BANK MERGERS 


WEDNESDAY, MARCH 18, 1959 


U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, EPL) 

The committee met, pursuant to call, at 10:08 a.m., Senator A. 
Willis Robertson (chairman) presiding. 

Present : Senators Robertson, Sparkman, Frear, Muskie, and Ben- 
nett. 

The CHamman. The committee will please come to order. 

We are opening hearings today on S. 1062, a bill which Lt introduced, 
for Senator Fulbright and Senator Capehart and for myself. The 
purpose of this bill would be to give the Federal banking agencies 
authority to regulate mergers of banks over which they have juris- 
diction, and to provide uniform standards for these agencies to follow 
in regulating bank mergers. The bill would prevent bank mergers 
which might lessen competition unduly or might tend u nduly to create 
il monopoly in the field of banking. 

This bill is not new to the Senate. Its provisions are the same 
as those of S. 3911, 84th Congress, on which this committee held hear- 
ings in June of 1956, and which the Senate passed on July 25, 1956. 
No further action was taken on this bill. 

‘The same provisions were also contained in section 23 of title ITI 
of the financial institutions bill, which the Senate passed on March 21, 
1957, 

The Treasury Department, the Federal Reserve Board, and the 
Federal Deposit Insurance Corporation supported these proposals 
in the 84th and 85th Congresses, and now endorse the provisions of 
the bill before us. 

Over the past few years there have been many bank mergers and 
many others are now under consideration. It would be desirable to 
have the Federal banking agencies, in accordance with their fields 
of jurisdiction, review all future mergers involving insured banks 
on the basis of uniform and appropriate standards. 

At the present time the authority of the banking agencies to con- 
trol bank mergers is far from complete, and the standards to be applied 
ore ae clearly set forth. 

. 1062 would require every bank insured by FDIC to get advance 
woe al be fore it could acquire the assets of another insured bank 
by merger, consolidation, or absorption through the purchase of assets 
and the assumption of liabilities. This consent would be obtained 
from the appropriate banking agency—the Comptroller of the Cur- 
rency for national banks, the F ederal Reserve Board for State mem- 
ber banks, and the Federal Deposit Insurance Corporation for State 
nonmember banks. 
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In passing on these applications the banking agency would consider 
the banking factors specified in section 6 of the Federal Deposit In- 
surance Act—the financial history and condition of the bank, the 
adequacy of its capital structure, its future earnings prospects, the 
general character of its management, the convenience and needs of 
the community to be served by the bank, and whether or not its cor- 
porate powers are consistent with the purposes of the Federal Deposit 
Insurance Act. 

In addition, the responsible banking agency would be specifically 
required to consider whether the effect of the acquisition might be to 
lessen competition unduly or to tend unduly to create a monopoly. 
The banking agency would be required to consult with each of the 
other banking agencies in the interest of uniform application of the 
standards, and it could request the opinion of the Attorney General 
with respect to the application. 

In my personal judgment, the Congress should act promptly on 
this matter. 

{ would like to offer for the record a copy of the bill under con- 
sideration, S. 1062; a copy of the Treasury Department’s letter 
transmitting the bill together with a comparative print prepared by 
the Treasury Department; and a copy of the statement I made when 
I introduced the bill. 

In addition, if there be no objection, I would like to insert in the 
record at this point a copy of my letter of February 17, 1959, to Sen- 
ator Eastland, chairman of the Senate Committee on the Judiciary, 
and a copy of his reply of February 18, 1959. My letter to Senator 
Eastland sets forth my view that this committee has jurisdiction over 
the subject of bank mergers under Senate rule XXV. 

By that I mean if we have jurisdiction, then the Judiciary Com- 
mittee does not have jurisdiction. 

We have received comments and reports on the bill from various 
agencies and organizations, and without objection I would like to 
insert the following in the record at this point: 

A report from the Board of Governors of the Federal Reserve Sys- 
tem, the Federal Deposit Insurance Corporation, and the Depart- 
ment of Justice. Any other reports that may be received from 
agencies will also be included. 

A statement by Mr. Joseph H. Colman, president of the Association 
of Registered Bank Holding Companies; and a statement by Mr. 
Harry J. Harding, honorary president of the Independent Bankers 
Association of the 12th Federal Reserve district. 

(The material referred to follows:) 


[S. 1062, 86th Cong., 1st sess.] 


A BILL To amend the Federal Deposit Insurance Act to provide safeguards against 
mergers and consolidations of banks which might lessen competition unduly or tend 
unduly to create a monopoly in the field of banking 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 18 of the Fed- 
eral Deposit Insurance Act is amended by striking out the third sentence thereof 
and substituting in lieu thereof the following: “No insured bank shall merge 
or consolidate with any other insured bank or, either directly or indirectly, 
acquire the assets of, or assume liability to pay any deposits made in, any other 
insured bank without the prior written consent (i) of the Comptroller of the 
Currency if the acquiring, assuming, or resulting bank is to be a national bank 
or a district bank, or (ii) of the Board of Governors of the Federal Reserve 
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System if the acquiring, assuming, or resulting bank is to be a State member 
bank (except a district bank), or (iii) of the Corporation if the acquiring, as- 
suming, or resulting bank is to be a nonmember insured bank (except a district 
bank). In granting or withholding consent under this subsection, the Comp- 
troller, the Board, or the Corporation, as the case may be, shall consider the fac- 
tors enumerated in section 6 of this Act. In the case of a merger, consolidation, 
acquisition of assets or assumption of liabilities, the appropriate agency shall 
also take into consideration whether the effect thereof may be to lessen com- 
petition unduly or to tend unduly to create a monopoly, and, in the interests of 
uniform standards, it shall not take action as to any such transaction without 
first seeking the views of each of the other two banking agencies referred to 
herein with respect to such question; and in such a case the appropriate agency 
may also request the opinion of the Attorney General with respect to such 
question.” 





TREASURY DEPARTMENT, 
February 3, 1959. 
THE PRESIDENT OF THE SENATE, 
Washington, D.C. 

Sir: There is transmitted herewith a draft of a proposed bill to amend the 
Federal Deposit Insurance Act to provide safeguards against mergers and con- 
solidations of banks which might lessen competition unduly or tend unduly to 
create a monopoly in the field of banking. (S. 1062.) 

The proposed legislation would require that all asset acquisitions by insured 
banks in the form of consolidations, mergers, or the absorption of banks by pur- 
chase of assets and the concurrent assumption of deposit liabilities, receive the 
prior written consent of the appropriate Federal bank supervisory agency. It 
would require that these agencies fully consider whether the effect of each such 
acquisition may be to lessen competition unduly or to tend unduly to create a 
monopoly. It would require, in the interests of achieving uniform standards, 
that the Federal bank supervisory agency having jurisdiction in a particular case 
shall seek the views of each of the other two supervisory agencies on the com- 
petitive and monopolistic aspects of such asset acquisitions. It would permit, 
but would not require, the bank supervisory agencies to request the views of the 
Attorney General. 

The proposed legislation would amend section 18(c) of the Federal Deposit 
Insurance Act rather than section 7 of the Clayton Act. This takes cognizance 
of the fact that banking is a supervised and regulated industry, and that im- 
portant banking factors must be weighed in conjunction with purely competitive 
factors in arriving at sound decisions. This can best be done by placing the 
responsibility in the hands of the three Federal bank supervisory agencies whose 
officials are intimately familiar with banking in all its phases throughout the 
United States. 

Identical legislation was passed by the Senate in both the 84th and 85th Con- 
gresses. The proposed legislation is consistent with the recommendation con- 
tained in the President’s Economic Report that Federal regulation should be 
extended to the mergers of banking institutions. 

The Treasury Department favors the proposed legislation and urges its enact- 
ment. In our view this bill represents the best approach to dealing with the 
problem of maintaining competition in banking. It would be appreciated if 
you would lay the proposed bill before the Senate. A similar proposed bill has 
been transmitted to the Speaker of the House of Representatives. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
LAURENCE B. ROBBINS, 
Acting Secretary of the Treasury. 


CoMPARATIVE PRINT SHOWING CHANGES IN EXISTING LAW MADE BY PROPOSED BILL 


Changes in existing law made by the proposed bill are shown as follows (ex- 
isting law proposed to be omitted is enclosed in brackets; new matter is printed 
in italic) : 

SECTION 18(C) OF THE FEDERAL DEPOSIT INSURANCE ACT 
“Sec. 18(c). Without prior written consent by the Corporation, no insured 


bank shall (1) merge or consolidate with any noninsured bank or institution 
or convert into a noninsured bank or institution or (2) assume liability to pay 
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any deposits made in, or similar liabilities of, any noninsured bank or institu- 
tion or (8) transfer assets to any noninsured bank or institution in considera- 
tion of the assumption of liabilities for any portion of the deposits made in such 
insured bank. No insured bank shall convert into an insured State bank if 
its capital stock, or its surplus, will be less than the capital stock or surplus, 
respectively, of the converting bank at the time of the shareholders’ meeting ap- 
proving such conversion, without prior written consent by the Comptroller of 
the Currency if the resulting bank is to be a District bank, or by the Board of 
Governors of the Federal Reserve System if the resulting bank is to be a State 
member bank (except a District bank), or by the Corporation if the resulting 
bank is to be a State nonmember insured bank (except a District bank). [No 
insured bank shall (i) merge or consolidate with an insured State bank under 
the charter of a State bank or (ii) assume liability to pay any deposits made 
in another insured bank, if the capital stock or surplus of the resulting or as- 
suming bank will be less than the aggregate capital stock or aggregate surplus, 
respectively, of all the merging or consolidating banks or of all the parties to 
the assumption of liabilities, at the time of the shareholders’ meetings which 
authorized the merger or consolidation or at the time of the assumption of 
liabilities, unless the Comptroller of the Currency shall give prior written con- 
sent if the assuming bank is to be a national bank or the assuming or result- 
ing bank is to be a District bank; or unless the Board of Governors of the 
Federal Reserve System gives prior written consent if the assuming or result- 
ing bank is to be a State member bank (except a District bank): or unless 
the Corporation gives prior written consent if the assuming or resulting bank 
is to be a nonmember insured bank (except a District bank).J] No insured 
hank shall merge or consolidate with any other insured bank or, either directly 
or indirectly, acquire the assets of, or assume liability to pay any deposits 
made in, any other insured bank without the prior written consent (i) of the 
Comptroller of the Currency if the acquiring, assuming, or resulting bank is 
to be a national bank or a district bank, or (ii) of the Board of Governors 
of the Federal Reserve System if the acquiring, assuming, or resulting bank 
is to he a State member bank (except a district bank), or (iii) of the Corpora- 
tion if the acquiring, assuming, or resulting bank is to be a nonmember insured 
bank (except a district bank). In granting or withholding consent under this 
subsection, the Comptroller, the Board or the Corporation, as the case may be, 
shall consider the factors enumerated in section 6 of this Act. In the case of a 
merger, consolidation, acquisition of assets or assumption of liabilities, the ap 
propriate agency shall also take into consideration whether the effect thereof 
may be to lessen competition unduly or to tend unduly to create a monopoly, 
and, in the interests of uniform standards, it shall not take action as to any 
such transaction without first seeking the views of each of the other tivo bank- 
ing agencies referred to herein with respect to such question; and in such a 
case the appropriate agency may also request the opinion of the Attorney 
General with respect to such question. No insured State nonmember bank (ex- 
cept a District bank) shall, without the prior consent of the Corporation, re- 
duce the amount or retire any part of its common or preferred capital stock, or 
retire any part of its capital notes or debentures.” 





STATEMENT BY SENATOR A. WILLIS ROBERTSON, CHAIRMAN, SENATE COMMITTEE 
ON BANKING AND CURRENCY, ON INTRODUCTION OF Birt To REGULATE BANK 
MERGERS 


I have introduced a bill to authorize the national banking agencies to regu- 
late bank mergers on the basis of uniform standards involving both banking and 
competitive factors. It would prevent bank mergers which might lessen compe- 
tition unduly or tend unduly to create a monopoly in the field of banking. 

This bill has been considered by the Senate before. It is the same as S. 3911, 
84th Congress, which was the subject of hearings before the Senate Banking and 
Currency Committee in June 1956. and which the committee reported on July 
16, 1956, and the Senate passed on July 25, 1956. 

The bill is also the same as section 23 of title TIT of the financial institutions 
bill, which passed the Senate on March 21, 1957. This provision was included 
in the bill reported by the committee and it was specifically considered and ap- 
proved by the Senate. 
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The Treasury Department, the Federal Reserve Board and the Federal De- 
posit Insurance Corporation supported these proposals in the 84th and s5th 
Congresses, and the Treasury Department has now recommended the bill again. 

Many bank mergers have taken place over the past few years, and others are 
now under consideration. It is unfortunate that, because final action was not 
taken on either S. 3911 or the financial institutions bill, the national banking 
agencies have not had uniform and clear authority to regulate or control, on the 
basis of both banking and competitive factors, all of these mergers which in- 
volved national banks, State member banks, and State nonmember banks in- 
sured by FDIC. These bills would have given the agencies such authority. 

At the present time the situation with respect to bank mergers is both compli- 
cated and confused. There are gaps in the controls exercised by the national 
banking agencies, and even where the power of approval is clearly given, the 
Standards are not Clearly spelled out. Uniform regulation under clear stand- 
ards would be helpful to the public, the banking authorities and the banks. 

All bank mergers are subject to sections 1 and 2 of the Sherman Act, but I 
understand no proceedings have ever been instituted under these sections against 
a bank merger or consolidation. 

Bank mergers by stock acquisition are prohibited by section 7 of the Clayton 
Act, but, as national banks and members of the Federal Reserve System are 
prohibited from acquiring stock in other banks, and as this is generally the 
case under State laws, section 7 means little in the case of bank mergers. 

The approval of the Comptroller of the Currency is required for banks 
(State or national) to merge into a national bank, but no specific standards 
are set forth in the statute to guide him in his consideration of the application. 

No bank insured by FDIC may merge with an uninsured bank without obtain- 
ing the permission of FDIC; and no insured bank may merge with another 
insured bank without obtaining the approval of the Comptroller of the Cur- 
rency, the Federal Reserve Board for the Federal Deposit Insurance Corpora- 
tion, as may be appropriate, if the capital stock or surplus of the resulting 
merged bank will be less than the aggregate capital stock and surplus of all 
the merging banks. No specific standards are set forth in the statute to control 
the consideration of these applications. 

The approval of the Federal Reserve Board is required before a State member 
bank may establish a new branch. The Board is engaged in litigation to deter- 
mine whether this requirement applies to a case where two banks merged, and 
wish to continue to operate some or all of the branches formerly operated by 
the two merging banks, and if so whether competitive factors may be weighed. 

The bill I have introduced replaces these complicated provisions by a simple 
rule. Every bank insured by FDIC would have to get advance approval before 
it could acquire the assets of another bank by merger, consolidation, or absorp- 
tion through the purchase of assets and assumption of liabilities. This consent 
would be obtained from the appropriate banking agency, the Comptroller of the 
Currency for national banks, the Federal Reserve Board for State member 
banks and the FDIC for State nonmember banks. 

In passing on these applications, the banking agency would consider the bank- 
ing factors specified in section 6 of the Federal Deposit Insurance Act—the 
financial history and condition of the bank, the adequacy of its capital structure, 
its future earnings prospects, the general character of its management, the 
convenience and needs of the community to be served by the bank, and whether 
or not its corporate powers are consistent with the purposes of the Federal 
Deposit Insurance Act. In addition, the responsible banking authority would be 
specifically required to consider whether the effect of the acquisition might be 
to lessen competition unduly or to tend unduly to create a monopoly. The 
banking authority would be required to consult with each of the other banking 
authorities, in the interests of uniform standards, and it would be authorized 
to request the opinion of the Attorney General with respect to the application, 

My bill differs from the proposal which has been made by the Antitrust Divi- 
sion. They would subject bank mergers by acquisition of assets to the provi- 
sions of the Clayton Act applicable to mergers of ordinary business corporations, 
where unrestricted competition is the rule. Unrestricted competition, however, 
has not been the rule in the banking industry, for many years. The approval 
of a charter for a national bank by the Comptroller, the admission of a State 
bank to membership in the Federal Reserve System, and the admision of a State 
bank to the Federal Deposit Insurance Corporation, are not matters of routine. 
The financial history and condition of the bank, if already existing, the general 
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character of its management and the convenience and needs of the community 
to be served must all be considered. And once in business, the bank’s activities 
are carefully regulated by many agencies—the Comptroller of the Currency, the 
Board of Governors of the Federal Reserve System, the Federal Deposit Insur- 
ance Corporation, and, in the case of State banks, the appropriate State bank 
supervisor. The Government has a vital interest in the Nation’s banks as sup- 
pliers of funds, as depositories, and as fiscal agents. Commerce, industry and 
private citizens have a vital interest in banks as a source of credit needed for 
development and growth. Depositors have a vital interest in the safety of their 
deposits. 

All these considerations make it impossible to require unrestricted competition 
in the field of banking, and make it impossible to subject banks to the rules 
applicable to ordinary industrial and commercial concerns not subject to regu- 
lation and not vested with a public interest. 

But, while unrestricted competition in the field of banking would be disastrous, 
I am also convinced that a measure of control, based on uniform standards in- 
volving both banking and competitive factors, is necessary. The Senate Bank- 
ing and Currency Committee, for these reasons, has twice reported, and the Sen- 
ate has twice passed, legislation which would provide for control over bank mer- 
gers, to be exercised by the responsible and informed banking agencies. 

The Senate Banking and Currency Committee, which has jurisdiction over all 
proposed legislation relating to banking, will be asked to consider this proposal 
for a third time. I am hopeful that this time constructive legislation on this 
important issue will be enacted. 


U.S. SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
February 17, 1959. 
Hon. JAMES QO. EASTLAND, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Deak Mr. CHAIRMAN: As you know, the Committee on Banking and Currency 
has exclusive jurisdiction over matters relating to banking under Senate rule 
XXYV. Therefore, I feel it is necessary to advise you that this committee reserves 
its jurisdiction over the subject of bank mergers. 

There are now pending before your committee several bills relating to this 
subject. S. 724 and 8S. 1004 would amend section 7 of the Clayton Act, to regu- 
late bank mergers. 

Yesterday I introduced a bill, S. 1062, on behalf of myself, Senator Fulbright, 
and Senator Capehart, to authorize the banking agencies, the Federal Reserve 
Board, the Comptroller of the Currency, and the Federal Deposit Insurance 
Corporation, to regulate bank mergers on the basis of both banking and com- 
petitive factors, and to prevent bank mergers which might lessen competition 
unduly or tend unduly to create a monopoly in the field of banking. 

The bill I have introduced has beén considered by the Senate before. It is 
the same bill as that designated as S. 3911, 84th Congress, which passed the 
Senate on July 25, 1956. The bill is also the same as section 23 of title III of 
the Financial Institutions Act, which passed the Senate on March 21, 1957. 
The Federal banking supervisory authorities supported these bills in the 84th 
and 85th Congresses and are now recommending the bill again. In addition, the 
bill has the support of the great majority of bankers and of banking 
organizations. 

S. 442 and S. 1005, I am pleased to note, exempt bank mergers accomplished 
by asset acquisitions from the requirement of premerger notification, applicable 
to other types of businesses, leaving the way open to deal with bank mergers 
by separate legislation. However, these bills do contain provisions affecting 
bank holding companies. The requirements of these bills that a bank holding 
company file a prior notice of a proposed bank merger with the Federal Reserve 
Board and the Attorney General conflict with the requirements of existing law 
that a bank holding company must have the prior approval of the Federal Re- 
serve Board before it can undertake such a merger. 

You will recall that my bill, the Bank Holding Company Act, was enacted 
in 1956 to provide effective regulation of bank holding companies. The act 
was the culmination of 18 years of effort, dating back to the time of President 
Roosevelt and my predecessor, Carter Glass, to obtain satisfactory legislation. 

The Federal Reserve Board, under the terms of the Bank Holding Company 
Act, was required to report to the Congress on the need for additional legislation 
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in this field last year. Although it made such a report, a copy of which is en- 
closed, that report contained no recommendation with respect to any deficiency 
in the requirements of the law respecting prior notification of a proposed bank 
merger. Nor has the Attorney General advised this committee of any deficiency 
in the Bank Holding Company Act on this point. If there is need for any addi- 
tional legislation affecting bank holding companies, it would seem more appro- 
priate to consider it as an amendment to the Bank Holding Company Act rather 
than the Clayton Act. 

The records of your committee will disclose that the then chairman of this 
committee, Senator Fulbright, wrote the late Senator Kilgore, then chairman of 
your committee, on February 18, 1956, in connection with bills then pending 
before your committee on the subject of bank mergers. He also wrote 
Senator Kefauver, as chairman of your Subcommittee on Antitrust and Monop- 
oly, on April 15, 1958. In response to this letter, Senator Kefauver replied, on 
April 18, that the hearings which were then underway on such legislation would 
continue with the understanding that the bank provisions be stricken from the 
bills. 

I am sending a copy of this letter to Senator Capehart, the ranking minority 
member of this committee. I am also sending a copy to Senator Kefauver, as 
chairman of the Subcommittee on Antitrust and Monopoly. 

Sincerely yours, 
A. WILLIS RoBEerRTSON, Chairman. 


U.S. SENATE, 
COMMITTEE ON THE JUDICIARY, 
February 18, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


DeaR Mr. CHAIRMAN: Thank you for your letter of February 17, 1959, with 
reference to legislation presently pending before the Committee on the Judiciary 
on the subject matter of bank mergers. 

As you correctly state, S. 724 and S. 1004, which would amend section 7 of the 
Clayton Act to regulate bank mergers, are pending before this committee. No 
action on these proposals has been scheduled. However, under date of February 
9, 1959, the Antitrust and Monopoly Subcomittee ordered S. 442, requiring prior 
notification of corporate mergers but exempting bank mergers, reported to the 
full committee. 

In view of the points raised in your letter, you may be sure that I will bring 
your letter to the attention of the full committee when we are considering S. 442. 

Sincerely yours, 
JAMES O. EASTLAND, Chairman. 


BoarD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
OFFICE OF THE CHAIRMAN, 
Washington, February 27, 1959, 
Hon. A. WILLis ROBERTSON, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This is in response to your letter of February 18, 1959, 
requesting a report on the bill S. 1062, ‘“‘To amend the Federal Deposit Insurance 
Act to provide safeguards against mergers and consolidations of banks which 
might lessen competition unduly or tend unduly to create a monopoly in the field 
of banking.” 

Under the present provisions of section 18(c) of the Federal Deposit Insurance 
Act, a bank merger or consolidation must have the prior written consent of the 
Comptroller of the Currency, the Board of Governors of the Federal Reserve 
System, or the Federal Deposit Insurance Corporation, if the resulting bank will 
be a national bank, a State member bank of the Federal Reserve System, or a 
nonmember insured bank, respectively, but only if the capital stock or surplus 
of the resulting bank will be less than the aggregate capital stock or aggregate 
surplus of the constituent institutions. 

This section of present law would be amended by the bill S. 1062 so as to 
require the consent of the appropriate Federal bank supervisory authority for 
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every merger or consolidation in which the resulting bank will be a national 
bank, State member bank, or nonmember insured bank, whether or not a dimi- 
nution in capital funds is involved. The bill would also require the appropriate 
agency to consider, not only the condition of the bank, the adequacy of its capi- 
tal, the character of its management, needs of the community and similar 
factors, but also specifically whether the effect of the proposed merger or con- 
solidation might be to lessen competition unduly or to tend unduly to create a 
monopoly. The appropriate agency would be required to seek the views of the 
other two Federal banking agencies with respect to the question of competition 
or monopoly and would be authorized to request the opinion of the Attorney 
General on this question. 

This bill is in conformity with views previously expressed on behalf of the 
Board with respect to bank merger legislation to your committee and to other 
committees of Congress. It is similar to provisions.on this subject contained in 
the proposed Financial Institutions Act in the last Congress that were endorsed 
by the Board and the other Federal bank supervisory authorities. In the Board’s 
opinion, 8S. 1062 represents a constructive and desirable approach to the problem 
of Federal regulation of mergers and consolidations of banks. 

The specific requirement of the bill that the Federal banking agencies take into 
consideration the competitive effects of any bank merger or consolidation upon 
which they would be required to pass would, in the Board’s judgment, provide an 
effective safeguard against undue lessening of competition in the banking field. 
At the same time, the bill would permit proper weight to be given in each case 
to other factors which may be involved, such as the financial condition of the 
banks, the character of their management, and the needs of the community, so 
that the banking agencies would be in a position to base their decisions upon a 
consideration not only of the. competitive situation but of all aspects of the 
public interest. 

The requirement of the bill that each banking agency seek the views of the 
other two Federal bank supervisory agencies with respect to the competitive 
effects of a merger or consolidation is caleulated to promote the use of substan- 
tially uniform safeguards by the three agencies with respect to problems of this 
kind. In addition, it is desirable, whenever there is a substantial or important 
question regarding the competitive or monopolistic aspects of any such transac- 
tion, that the appropriate banking agency be authorized to request the views 
of the Attorney General; and the authorization given in the bill for this’ purpose 
would tend to further the objective of uniformity of standards. 

Legislation of this kind, the Board believes, would effectively accomplish the 
basic objective of providing means for controlling bank mergers and preventing 
undue lessening of competition in the banking field through that means. Accord- 
ingly, the Board endorses the bill S. 1062. 

Sincerely yours, 
Wm. McC. MARTIN, Jr. 


FEDERAL DEPOSIT INSURANCE CORPORATION, 
Washington, March 6, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, 
Washington, D.C. 

My Dear SENATOR: You have asked for a report from the Corporation on S. 
1062, which you have introduced on behalf of yourself, Senator Fulbright and 
Senator Capehart, which contemplates an amendment to the Federal Deposit In- 
surance Act to provide safeguards against mergers and consolidations of banks. 

May I tell you that this bill has the unqualified approval and endorsement of 
the Corporation. In the first place, it provides for a screening of all bank mergers 
and consolidations, including asset acquisitions and assumption of deposit lia- 
bilities by an appropriate Federal agency. Secondly, in the screening process the 
agencies are given a definite standard or gage by which to test the propriety of 
the transaction. Thirdly, the screening is processed under and through the Fed- 
eral bank supervisory agencies who have the know-how and daily experience to 
properly discharge this authority. Finally, the gage by which such transactions 
are tested gives primary attention to the lessening of competition and the creation 
of a monopoly, but nevertheless the bill is couched in terms acutely apt to bank- 
ing mergers, so that competition and monopoly do not constitute the sole test 
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for the propriety of such transactions, but rather the final test is, in fact, the 
best interest of the public. 

We deem this bill to be in the best public interest and sincerely urge its prompt 
enactment. 

We have been advised by the Bureau of the Budget that it has no objection 
to the submission of this report. 

Sincerely yours, 
JESSE P. WoLcor1t, Chairman. 


JUSTICE DEPARTMENT, March 18, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington D.C. 

DEAR SENATOR RospertTson: This will acknowledge your request for the views 
of the Department of Justice on 8S. 1062 (S6th Cong., Ist sess.), a bill designed 
to amend the Federal Deposit Insurance Act to provide safeguards against merg- 
ers and consolidation of banks which might lessen competition unduly or tend un- 
duly to create a2 monopoly in the field of banking. 

Language of S. 1062 is virtually identical to section 23, chapter 6 of title III of 
S$. 1451 and H.R. 7026 considered in the 85th Congress. Former Attorney General 
Herbert Brownell, Jr., appeared before your committee in connection with hear- 
ings on 8. 1451 on February 18, 1957, and expressed the Justice Department’s 
opposition to the proposed legislation. Similar views on H.R. 7026 were expressed 
by Assistant Attorney General Victor R. Hansen, of the Antitrust Division be- 
fore the House Banking and Currency Committee on June 18, 1957. 

The Department of Justice still adheres to the belief, as expressed by Attorney 
General Brownell before your committee, that legislation to curb the bank merger 
trend is vitally necessary. Nothing has transpired, however, to lead the Depart- 
ment to adopt a different view toward the proposed legislation in its present form. 
We would appreciate, therefore, your incorporating the enclosed statement by 
Mr. Browneil as refiecting the present position of this Department. 

Sincerely, 
LAWRENCE BE. WALSH, 
Deputy Attorney General. 


STATEMENT BY ATTORNEY GENERAL HERBERT BROWNELL, JR., BEFORE THE SENATE 
BANKING AND CURRENCY COMMITTEE, FEBRUARY 18, 1957 


I appear today at the invitation of your chairman to present the Justice De- 
partment’s views on certain legal aspects of the pending committee print to amend 
and revise the statutes governing financial institutions and credit. The great bulk 
of this bill treats matters beyond this Department’s direct concern. Only a few 
of its provisions cover problems on which we might helpfully comment. Of these, 
I plan today to focus primarily on section 23, chapter 5, of title III, covering bank 
mergers and consolidations. 

That provision would, first, require premerger consent to most banking mergers 
by the appropriate banking agencies. “In granting or withholding consent,” that 
proposal specifies, “the appropriate agency shall also take into consideration 
whether the effect thereof may be to lessen competition unduly or to tend unduly 
to create a monopoly.” Finally, according to proposed section 23, “the appropri- 
ate agency may also [and let me emphasize the word ‘“‘may”] request the opinion 
of the Attorney General with respect to such question.” 

Treating this provision, my plan is, first, to emphasize need for more effective 
curbs on certain bank mergers, a need recognized by the President of the United 
States, this Department, and interested banking agencies alike, but which we be- 
lieve is not adequately met in this bill. Second, I propose to show why, in our 
opinion, proposed section 23 runs afoul of basic—governmentwide—principles of 
comity between prosecuting and supervisory agencies. Third, to meet these ob- 
jections, I shall offer alternatives to presently proposed section 23. 


I 


First, the need for reasonable curbs on bank mergers. This need stems from 
present section 7’s failure to cover asset acquisitions by banks, as distinguished 
from stock acquisitions. The section provides, as to stock acquisitions, that it 
applies to all corporations “engaged in commerce.” Section 7’s asset acquisition 
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portion, in sharp contrast, covers only corporations “subject to the jurisdiction 
of the Federal Trade Commission.” Further, section 11 of the Clayton Act 
exempts banks from Federal Trade Commission jurisdiction by specifying that 
“authority to enforce compliance” with section 7 “is hereby vested * * * in the 
Federal Reserve Board where applicable to banks, banking associations, and 
trust companies.” On the basis of these provisions the Department of Justice 
has concluded, and all apparently agree, that asset acquisitions by banks are 
not covered by section 7 as amended in 1950." 

As a result, section 7 is for practical purposes useless to cope with what the 
Comptroller of the Currency has described as “this recent trend of [bank] 
mergers, consolidations, and sales.”? Corroborating the rise in bank mergers, 
the Chairman of the Board of Governors of the Federal Reserve Board concluded 
that bank mergers “have gone up steadily.”* In 1952, his testimony reveals, 
there were 100 bank mergers. This number jumped to 116 in 1953 and more 
than doubled to 207 in 1954 and reached 232 by the end of 1955. Most impor- 
tant, the Federal Reserve Board Chairman concluded in mid-1955, this number 
is “still rising.’® Asa result, the Board Chairman has stated: ° 

“(T]he current trend in bank mergers and consolidations is a matter which 
deserves careful consideration and one to which the Board of Governors has 
given a great deal of thought * * *.” 

This bank merger trend must be viewed against the background of present 
commercial bank asset concentration. In 9 of 16 of America’s principal finan- 
cial centers, 2 banks owned more than 60 percent of all commercial bank assets. 
And in each of these 16 centers, the first two banks owned more than 40 percent 
of all commercial assets.” From these figures, it seems clear, emerges a picture 
of a steadily increasing bank asset concentration. 

It is true that we may still move against this tide of bank mergers to a limited 
extent under Sherman Act section 1. But mergers may meet Sherman Act 
standards yet fall before the Clayton Act’s more stringent bans. Congress’ 
clear object in its 1950 amendment of section 7 was to strike some mergers 
beyond the reach of the Sherman Act. Thus the Senate report explains that 
the “bill is not intended to revert to the Sherman Act test. The intent 
here * * * is to cope with monopolistic tendencies in their incipiency and well 
before they have attained such effects as would justify a Sherman Act pro- 
ceeding.” * 

The report further states that the act’s intent is to have “broad application 
to acquisitions that are economically significant * * * [The] various addi- 
tions and deletions, some strengthening and others weakening the bill, are not 
conflicting in purpose or effect. They are merely different steps toward the 
same objective, namely, that of framing a bill which although dropping por- 
tions of the so-called Clayton Act test that have no economic significance, 
reaches far beyond the Sherman Act.” ® 

To apply such a competitive standard to bank asset acquisitions, as it now 
does to bank stock mergers, is our clear aim. And this general broad aim, apart 
from disagreements over means, is .endorsed—in principle—by the President 
of the United States, the Department of Justice, the Federal Trade Commission, 
and appropriate banking agencies. Thus the President, in his economic re- 
port sent to Congress within the month, has reiterated the need for “extension 





1 Reaching the same conclusion, a House Judiciary subcommittee staff report explained 
that. because of revisions in amendments to sec. 7, “it became impracticable to include 
within the scope of the act. corporations other than those subject to regulation by the 
Federal Trade Commission. Banks, which are placed squarely within the authority of 
the Federal Reserve Board by sec. 11 of the Clayton Act, are therefore circumscribed 
insofar as mergers are concerned only by the old provisions of sec. 7 * * *” (staff report 
to Subcommittee No. 5 of the Committee on the Judiciary, House of Representatives, 
82d Cong., 2d sess. (September 1952) ). 


? Hearings on current antitrust problems, before House Antitrust Subcommittee, 84th 
Cong., Ist sess., May 17, 1955, p. 453. 


® Hearings on a study of the antitrust laws, before Senate Antitrust Subcommittee, 
84th Cong., 1st sess., June 24, 1955, p. 680. 


* Hearings on current antitrust problems, before House Antitrust Subcommittee, 84th 


Cong., Ist sess., June 13, 1955, p. 2159. See also Annual Report of Board of Governors, 
Federal Reserve, for 1955, p. 79. 


5 Hearings on a study of the antitrust laws, before Senate Antitrust Subcommittee, 
84th Cong., Ist sess., June 24, 1955, p. 681. 


* Hearings on a study of the antitrust laws before Senate Antitrust Subcommittee, 84th 
Congz., 1st sess., June 24, 1955, p. 681 


* Hearings on current antitrust problems, before House Antitrust Subcommittee, 84th 
Cong., 1st sess., June 8, 1955, B: 1995. 
d 


*S. Rept. 1775, 8ist Cong., sess., 4-5 (1950). 
® Ibid. 
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of Federal regulations to cover bank mergers by asset as well as by stock ac- 
quisition.” Similarly, Governor J. L. Robertson of the Board of Governors 
of the Federal Reserve System stated last session before the House Antitrust 
Subcommittee considering like legislation:“ ‘The Board favors the objective 
of this legislation.”” Endorsing this view the Comptroller of the Currency stated 
before the House Antitrust Subcommittee (Subcommittee No. 5):” 

“We are in accord with the general purpose of H.R. 5948, [amending Clayton 
Act, see. 7, to cover bank assets, as it now does bank stock acquisitions]. We 
have no objection to the principle that the acquisition of one bank by another 
through purchase, merger, or consolidation should not be permitted if the effect 
of the acquisition may be substantially to lessen competition. It is no less im- 
portant to have competition in banking, when this can be done soundly, as it 
is in other fields of commerce and industry.” 

In the course of analyzing various differences over methods, this broad agree- 
ment on principle should not be obscured. 


II 


This agreed-upon need for reasonable restraints on bank mergers proposed 
section 23 fails to meet. The proposed provision, I suggest, is deficient on at 
least two basic scores. First, it would set up competitive tests for bank mergers 
different from those that apply to other sections of American business. Second, 
it might, even beyond the banking area, seriously dissipate enforcement efforts 
by decentralizing responsibility for decisions affecting Clayton Act section 7. 
Both objections, to my view, are rooted in firm principles of equitable enforce- 
ment and uniform administration of justice. 

First, weaker section 7 standards for bank mergers. According to proposed 
section 23, competitive factors would be only one of numerous considerations to 
be taken into account by a banking agency in scanning a merger. Beyond that, 
the competitive considerations specified, whether the acquisition may “lessen 
competition unduly or to tend unduly to create a monopoly,” are completely 
novel and are intended simply to be less stringent than those specified by 
Clayton Act section 7 for other American business. As a result, not only does 
that proposal prescribe pale antitrust standards, but even that lesser standard 
is only one of many factors banking agencies must consider. 

Some banking agencies have realized the difficulties inherent in construing 
this jerry-built standard. While the relevant language of Clayton Act section 7 
has been on the books for almost a half century, proposed section 23’s “unduly” 
phrasing is novel. Recognizing this, Chairman Martin has stated: * 

“TWle recognize * * * that you have a legal groundwork for substantially 
lessening competition already in the framework of the law and that it may not 
be possible to use unduly lessening competition.” [Italic added.] 

In support of this novel and weaker standard, which, I repeat, is but one of a 
number of factors to be considered, the Comptroller of the Currency has stated: 

“* * * (T}hat even though a sizable and even substantial reduction in compe- 
tition were to be involved, the Office of the Comptroller of the Currency would 
favor and approve consolidations, mergers, and purchases involving the absorp- 
tion by strong banks of weak banks or those facing imminent or ultimate failure 
because of important asset or unsolvable management weaknesses, lack of an 
adequate banking field as reflected by their earnings, usually located in over- 
banked cities or areas or in communities too small to support a banking institu- 
tion. 

Contrary to the Comptroller’s apparent understanding, however, upholding 
such acquisitions need not require abandoning section 7 standards. For situa- 
tions he specifies apparently could fall within the so-called “failing corporation” 
exemption, as exemption firmly embedded in section 7. As the House committee 
reporting on amended section 7 put it: ™ 

“The argument that a corporation is bankrupt or failing condition might not 
be allowed to sell to a competitor has already been disposed of by the courts. It 
is well settled that the Clayton Act does not apply in bankruptcy or receivership 


10 Economic Report of the President, January 1957, p. 51. 

1 Hearings before Antitrust Subcommittee (Subcommittee No. 5) of the Committee on 
the Judiciary, House of Representatives, 84th Cong., 1st sess., on H.R. 5948, p. 50. 

13 Tbid., p. 71. 

18 Hearlugs on legislation affecting corporate mergers, before Senate Antitrust Subcom- 
mittee, 84th Cong., 2d sess., May 23, 1956, tr 52. 

14H. Rept. 1191, 81st Cong., Ist sess. (1949), p. 6. 
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eases. In the case of International Shoe Company v. The Federal Trade Com- 
mission (260 U.S. 291) [the House report continues] the Supreme Court went 
much further.” 

The Court there reasoned that where the corporation acquired is— * 

“a corporation with resources so depleted and the prospect of rehabilitation so 
remote that it faced the grave probability of business failure * * * we hold that 
the purchase of its capital stock by a competitor (there being no other prospec- 
tive purchaser), not with a purpose to lessen competition, but to facilitate the 
accumulated business of the purchaser and with the effect of mitigating seri- 
ously injurious consequences otherwise probable * * * does not Substantially 
lessen Competition or restrain commerce within the intent of the Clayton Act.” 
Likewise adopting this. exception, the Senate committee report deemed this 
proviso would come into play when the acquired corporation is “heading in 
[the] direction” of bankruptcy.” 

Further indicating the absence of need for standards different from section 7 
is this Department’s view of the International Shoe exception. Thus we have 
not prosecuted mergers where, beeause of either inadequate management, obso- 
lete equipment, or a failing market, the acquired corporation’s prospects for 
survival seemed dim. Gaging the likelihood of future business success, of course, 
may involve different factors in different industries. And, considering bank 
mergers, let me assure you, the Department of Justice would without doubt 
pay great heed to each banking agency's judgment of a bank’s chances to pros- 
per. This anticipated pattern of section 7’s enforcement against bank asset 
acquisitions should go a long way toward meeting the problem of “failing” 
banks some banking agencies have raised. 

Even more basically, however, I would argue against the wisdom of tailoring 
section 7's strictures to the assertedly unique needs of the banking industry. In 
the more than 60 years since the Sherman Act’s passage no one has suggested 
its provisions did not apply to banks as to all other sections of American busi- 
ness. Similarly, in the Transamerica case ™ never was it urged that unamended 
section 7 did not apply with equal force to both banks and nonbanking corpora- 
tions. And finally, in its 1950 amendment to section 7, Congress reiterated pro- 
hibitions on stock acquisitions to fit banks the same as all other corporations. 
Against this background, I suggest that Congress move most slowly in creating 
or encouraging special antitrust treatment for banks. 

Beyond equitable coverage is the problem of insuring uniform antitrust ad- 
vice. Proposed section 23, you will recall, provides merely that the appropriate 
agency if it desires “may * * * request the oninion of the Attorney General.” 
The banking agency is not obliged to do so. This despite the fact that the At- 
torney General's advice would treat issues which, in the language of .the Chair- 
man of the Federal Reserve Board’s testimony before the Senate Antitrust 
Subcommittee, “are of a character quite different from the functions normal- 
ly exercised by the Board,’ and, again in his phrasing, involves “different 
spheres of Government operation.” To the same effect, Comptroller Gidney 
has stated: “I have not any competency in that [the antitrust] field. I do 
not know what the courts have done.” From this I conclude that proposed sec- 
tion 23 fails completely to insure informed advice on competitive factors in 
bank mergers. 

Failure to insure informed advice on competitive factors could have effects 
far beyond the banking field. Without this Department's right to intervene in 
bank mergers there might be as many different views of section 7’s standards 
and scope as there were agencies charged with its enforcement. The result 
could well be disparities in view, which in turn spell real enforcement in- 
equities. Enforcement effectiveness as well requires some procedure for this 
Department’s intervention. Otherwise, in our overall responsibility for sec- 
tion 7’s enforcement—and I refer here to responsibility entirely outside of the 
banking area—we would be bound by bank merger precedents we had no voice 
in picking or shaping. For all these reasons, then, this Department must op- 
pose proposed section 23 in its present form. 


15 280 U.S. 291, 303 (1940). 

16S. Rept. 1775, 8ist Cong., Ist sess. (1940), p. 7. 

17 Transamerica Corporation vy. Board of Governors of the Federal Reserve System, 206 
F. 2d 163 (1953), cert. denied, 1953. 

18 Statement of Chairman Martin of the Federal Reserve Board before the Senate Anti- 
trust Subcommittee, May 23, 1956, p. 5. 

19 Tbid., p. 80. 
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Instead, this Department favors simply amendment of Clayton Act section 
7 to cover bank asset, as it now does bank stock, acquisitions. As a spokesman 
for the American Bar Association put it last year before the Senate Antitrust 
Subcommittee : *° 

“s * * the American Bar Association favors and recommends enactment of 
the proposal to embrace asset acquisitions by banks within the coverage of 
section 7. We believe that the law governing bank purchases of assets should 
conform to that which has controlled bank purchases of stock. The application 
of section 7 to bank mergers should not turn on the distinction between acquir- 
ing stock and acquiring assets.” 

Even more broadly, I suggest, such amendment of Clayton Act section 7 seems 
required by our basic belief in uniform application of our Nation’s laws to 
all groups alike. In our more than half-century of Federal antitrust history, 
competition in banking has been deemed as important as in any other section 
of our economy. I see no reason for departing from that view now. 


III 


To repeat, the Department of Justice favors treatment of bank mergers, 
like other mergers, under Clayton Act section 7, and amendment of that pro- 
vision to cover bank asset, as it now does bank stock, acquisitions. Should 
this committee and the Congress conclude, however, that bank consolidations 
should, initially at least, be treated under the FDIC Act, then I would sug- 
gest adoption of standards and procedures roughly paralleling those adopted 
last year, and reiterated in the pending committee print, controlling forma- 
tion of, and acquisitions by, bank holding companies. 

(1) Briefly put, the Bank Holding Company Act,” and this committee print,” 
have the effect that the Federal Reserve Board, passing on any proposed bank 
holding company merger, will consider, among other factors, the standards of 
Clayton Act section 7. As the Vice Chairman of the Federal Reserve Board 
wrote on January 18, 1957: 

“Section 3(c) of the Bank Holding Company Act requires the Board, in passing 
upon each application by a bank holding company for approval of its acquisition 
of bank stock, to consider certain specific factors, including whether or not the 
effect of the proposed acquisition would be to expand the size or extent of the 
holding company system beyond limits consistent with the public interest and the 
preservation of competition in the field of banking. The concept involved in this 
factor is a broad one, and in the Board’s opinion adequate consideration of the 
facts in this regard necessarily involves consideration of the standards men- 
tioned in section 7 of the Clayton Act—that is, whether in any line of commerce 
in any section of the country the effect of such acquisition might be substantially 
to lessen competition or to tend to create a monopoly.” 

As a result, the Vice Chairman of the Federal Reserve Board concluded : 

“You may be assured that the Board in consideration of * * * [holding com- 
pany mergers] will take into account * * * whether the proposed transactions 
might involve a violation of section 7 of the Clayton Act or other statutes.” ™ 

From this, it seems clear, Clayton Act section 7’s standard, under present law 
as well as the pending proposal, must be considered by the Board in passing on 
formations of, or acquisitions by, bank holding companies. To the best of my 
knowledge, no banking agency official has challenged or even disagreed with con- 
sideration of section 7’s competitive tests in the holding company context. In 
light of this history, amendment of section 23 to require that section 7’s stand- 
ard—not the pending proposal’s novel “unduly” phrasing—be considered, along 
with other factors, by appropriate banking agencies in passing on bank mergers 
should raise small issue. 


* Hearings before the Subcommittee on Antitrust and Monopoly of the Committee on 
the Judiciary, U.S. Senate (84th Cong., 2d sess.), on S. 3341, S. 3424, and H.R. 9424, 
at p. 172. 

21 Sec. B(c). In determining whether or not to approve any acquisition or merger or 
consolidation under this section, the Board shall take into consideration the following 
factor[s]: * * * (5) whether or not the effect of such acquisition or merger or con- 
solidati6n would be to expand the size or extent of the bank holding company system 
involved beyond limits consistent with adequate and sound banking, the public interest, 
and the preservation of competition in the field of banking. 

Pending committee print, S. 1451, title II, ch. 9, sec. 54(¢). 

% Letter dated Jan. 18, 1957, from C. C. Balderston, Vice Chairman of the Federal 
Reserve Board, to Congressman Emanuel Celler, chairman of the House Judiciary Committee. 
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(2) Beyond the issue of competitive standards, section 23 of the pending print, 
second, should be revised to specify for all bank mergers the same procedures for 
cooperative liaison, advice, and intervention this Department and the Federal 
Reserve Board have evolved for bank holding company mergers. As you may 
know, the Federal Reserve Board is presently considering the first application 
for approval of a bank holding company merger under the 1956 act. To highlight 
the sort of mutually advantageous cooperation the Board and this Department 
have evolved, and underscore the usefulness of the same procedures under section 
23, let me review briefly the path each agency has pursued in consideration of 
this proposed holding company merger. 

Initially, after this Department had written to the Board indicating knowledge 
of the proposed holding company’s formation, the Board on November 29, 1956, 
replied that: 

“* * * we will be pleased to advise you [of any hearing] and notice of the hearing 
will be published in the Federal Register.” 

Some 2 weeks later (on Dec. 11, 1956), this Department responded that: 

“We appreciate your advice that, should the Board of Governors determine 
to hold a hearing on this matter, you will give us notice. In the event the Board 
determines not to hold a hearing, we would also appreciate being advised in 
advance of the Board’s ultimate decision to approve or disapprove the appli- 
eation. 

“As you know,” this Department’s letter went on to emphasize, “our respon- 
sibilities under the antitrust laws require us to remain conversant with this 
matter. It would be helpful, therefore, and might avoid a duplication of work by 
two different agencies on the same matter, if you would be able to furnish us with 
any basic competitive information you have collected or compiled relating to 
these banks * * *.” 

Finally, after this Department had kept the Board abreast of the path of our 
antitrust investigation and of the possibility of some Justice Department 
participation in the Board hearing, the Board replied on January 18, 1957: 

“We will be very glad to have you submit a statement or file a brief at the 
appropriate time if you decided to do so. In the meantime, the Board or its staff 
will be glad to be of any assistance it can to the Department in connection with 
any aspects of this matter.” 

So much for this brief narration of dealings between this Department and the 
Federal Reserve Board in the course of a consolidation under the Bank Holding 
Company Act. More broadly, however, this bit of history suggests appropriate 
roles for this Department and each banking agency in consideration of, not only 
holding company, but all bank mergers. Section 23 should be amended, there- 
fore, specifically to require notice to the Attorney General and enable him to 
intervene, or at least offer his views, to the banking agency considering any 
bank merger. 

(3) Finally, beyond competitive standards and questions of intervention, 
section 23 should be amended, again paralleling Bank Holding Company Act 
provisions, to include some antitrust savings clause. The Bank Holding Com- 
pany Act, * and the pending print,” specify that: 

“Nothing herein contained shall be interpreted or construed as approving any 
act, action, or conduct which is or has been or may be in violation of existing 
law, nor shall anything herein contained constitute a defense to any action, suit, 
or proceeding pending or hereafter instituted on account of any prohibited anti- 
trust or monopolistic act, action, or conduct.” 

This savings clause should apply to all bank mergers as it now does to 
formation of, or acquisition by, bank holding companies. Such application 
og carry out the proposal advanced by the Federal Reserve Board Chairman 
that: 

“The Attorney General * * * would continue to have full authority to insti- 
tute proceedings under the Clayton Act, if he should deem it desirable, with 
respect to any situation resulting from the particular merger or consolidation.” ™ 

Accordingly, I would suggest that this committee write into pending section 
23 the same antitrust savings clause contained in Banking Holding Company 
provisions (reiterated in title II, ch. 9, sec. 61 of the pending committee print). 


* 70 Stat. 133, May 9, 1956. 

*% Title II, ch. 9, sec. 61. 

76 Statement by Federal Reserve Board Chairman Martin, explaining the Board’s proposal 
for handling bank mergers, p. 691 of hearings of Senate Antitrust and Monopoly Subcom- 
mittee, to study the antitrust laws of the United States, and their administration, interpre- 
tation, and effect pursuant to S. Res. 61 (84th Cong., 1st sess.). 
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As a corollary, of course, since the savings clause refers to “existing law,” this 
committee should make clear its support of amendment of section 7 to cover 
bank assets as well as stock acquisitions. Only thus would the antitrust 
savings clause have real meaning. ; 

In sum, these suggested revisions would maintain banking agencies primary 
initial responsibility to pass on bank mergers and go a long way toward insuring 
effective application of a uniform competitive standard. They would apply to 
all bank mergers those provisions this committee, and indeed the Congress, has 
specified for bank holding companies. Taken together, I conclude, these sug- 
gested revisions would mitigate, if not minimize, the force of my objections to 
present section 23. 


FEDERAL TRADE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., March 25, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: This is in response to your request of February 18, 1959, 
for comments of the Federal Trade Commission upon S. 1062, 86th Congress, 1st 
session, a bill to amend the Federal Deposit Insurance Act to provide safeguards 
against mergers and consolidations of banks which might lessen competition un- 
duly or tend unduly to create a monopoly in the field of banking. 

The bill, if enacted, would not affect the duties and functions of the Federal 
Trade Commission. This agency has no jurisdiction with respect to banks. 
Therefore, while we appreciate the opportunity afforded to report upon this bill, 
there does not appear to be any useful comment that we can offer. 

By direction of the Commission. 

JOHN W. GwYNNE, Chairman. 

N.B.—Pursuant to regulations, this report was submitted to the Bureau of the 
Budget on March 18, 1959, and on March 24, 1959, the Commission was advised 
that there would be no objection to the submission of the report to the committee. 

RosBeErT M. PARRISH, Secretary. 


STATEMENT BY JOSEPH H. COLMAN, PRESIDENT, ASSOCIATION OF REGISTERED BANK 
HOLDING COMPANIES 


My name is Joseph H. Colman, and I have prepared this statement on behalf 
of the Association of Registered Bank Holding Companies, of which I am the 
president. I am also president of First Bank Stock Corp., Minneapolis, which 
is a registered bank holding company. 

Since this is the first time the views of our association have been presented 
to this committee, I would like briefly to describe the association. The Asso- 
ciation of Registered Bank Holding Companies was organized last summer and 
represents 20 companies registered with the Federal Reserve Board pursuant 
to the Bank Holding Company Act of 1956. A list of the association’s officers 
and names of the member companies is attached to this statement. 

S. 1062 would amend section 18(c) of the Federal Deposit Insurance Act to 
give the three Federal banking agencies statutory authority to consider the 
competitive aspects, as well as the banking aspects, of a merger involving an 
insured bank. The bill would require all asset acquisitions by insured banks 
to receive the prior approval of (1) the Comptroller of the Currency, if the con- 
tinuing bank is a national bank or a district bank; (2) the Board of Governors 
of the Federal Reserve System, if the continuing bank is a State member 
bank; (3) the Federal Deposit Insurance Corporation, if the continuing bank is 
a nonmember insured bank. Thus, every merger by an insured bank would be 
subject to the scrutiny of one of the three Federal banking agencies before it 
could be consummated. 

EVERY BANK IS A MONOPOLY 


The National Banking Act in 1863 established the policy of the Federal Goy- 
ernment that unrestricted competition among banks is not in the public interest. 
Similarly, all of the State banking laws recognize that free competition in the 
banking field would lead to chaos. 

A bank charter represents the grant of a monopoly. No competing bank can 
be established without the approval of the appropriate Federal or State bank 
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supervisory authorities. The restrictions on the granting of bank charters sre 
designed to safeguard the public against competitive abuses. In the case of 
banks, the publie policy involved in maintaining their financial safety (with 
resulting protection to their depositors) outweighs the public policy of unlimited 
competition which prevails as to other businesses. Undue competition between 
banks is contrary to our State and national policy. 

The merger of banks is, in effect, the merger of monopolies and obviously 
involves considerations completely different from those presented by the merger 
of industrial corporations. Bank mergers should obviously be considered by a 
supervisory agency expert in the field of banking and in the degree of competi- 
tion proper to maintain and not to destroy the banks’ financial integrity. Bank 
mergers should not be regulated by an agency steeped in the theory of unlimited 
competition. 

‘UNDULY’? LESSENING COMPETITION 


S. 1062 recognizes the unique characteristics of bank mergers by requiring 
the Federal banking agencies to consider both the banking and competitive as- 
pects of such mergers. The banking factors to be considered are those enumer- 
ated in section 6 of the Federal Deposit Insurance Act and which have been 
used so successfully in determining the eligibility of a bank for insurance of its 
accounts. 

The banking agencies would also be required to consider whether the effect 
of a proposed merger would be to “unduly” lessen competition. Opponents of 
this bill who favor applying the Clayton Act to all bank mergers argue that 
the word “unduly” injects a new criterion to determine the degree of the lessening 
of competition. Certainly this is a new competitive test. This is necessitated 
by the restrictive manner in which the courts have construed the “substantially’”’ 
lessening of competition criteria of the Clayton Act. 

The “failing corporation” exemption as stated by the U.S. Supreme Court 
in the case of International Shoe Company v. the Federal Trade Commission 
(280 U.S. 291) is often cited to show the liberality of the courts in applying the 
Clayton Act. The Court there stated that where the corporation acquired is 
“a corporation with resources so depleted and the prospect of rehabilitation so 
remote that it faced the grave probability of business failure * * * we hold that 
the purchase of its capital stock by a competitor (there being no other prosp~ - 
tive purchaser), not with a purpose to lessen competition, but to facilitate the 
accumulated business of the purchaser and with the effect of mitigating serious 
injurious consequences otherwise probable * * * does not substantially lessen 
competition or restrain commerce within the intent of the Clayton Act.” 

An insured bank in the condition described by the Court would have already 
been taken over by the Federal Deposit Insurance Corporation in order to 
protect the depositors’ accounts. We do not believe that the only bank mergers 
in the public interest are those involving failing banks. Certainly there are 
many other situations where bank mergers are desirable and benefit the public. 

S. 1062 is designed to provide effective regulation of bank mergers while, on 
the other hand, the Clayton Act approach is designed to prohibit such mergers 
A freeze on bank mergers results almost inevitably from the Clayton Act com- 
petitive test because that test is based on a numerical calculation and deals 
with businesses which, unlike banks, are not already monopolies. For example, 
if two of the five banks in a community merge, only four banks are left and under 
the Clayton Act test competition has been “substantially” lessened. Actually, 
merger of two weaker banks might well result in much keener competition be- 
tween the resulting four banks. While we agree that all bank mergers should 
be subject to prior approval of a supervisory agency, we certainly do not feel 
that all, or substantially all, future bank mergers should be prohibited. 


RELATION OF BILL TO BANK HOLDING COMPANIES 


The Bank Holding Company Act requires the prior approval of the Federal 
Reserve Board for (1) a company to become a bank holding company by acquir- 
ing 25 percent of the voting shares of two or more banks; (2) a bank holding 
company to acquire ownership or control of more than 5 percent of the voting 
shares of a bank; (3) a bank holding company to acquire all or substantially all 
of the assets of a bank; or (4) any bank holding company to merge or consoli- 
date with another bank holding company. It should be noted that the act 
requires the Board to consider banking factors, as well as “the preservation of 
competition in the field of banking” in determining whether to approve or 
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disapprove these acquisitions. Thus, the Congress recognized the need to 
consider both the competitive and the banking aspects of acquisitions under 
the Bank Holding Company Act, just as it is proposed to do in S. 1062. 

The Bank Holding Company Act exempts mergers through asset acquisitions 
by a bank affiliated with a bank holding company from the requirement of prior 
approval by the Federal Reserve Board. Asset acquisitions by a bank affiliated 
with a holding company are not fundamentally a bank holding company problem 
but, rather, a question of the regulation of bank mergers. Thus, such mergers 
by affiliated banks are treated the same as mergers by banks generally, and S. 
1062 would apply equally to holding company owned banks as well as all other 
banks 

We believe that banks affiliated with holding companies should be subject to 
the same ground rules as all other banks and, for that reason, we favor the ap- 
proach of S. 1062. This is certainly preferable to the recommendation of the 
Federal Reserve Board in its May 7, 1958, report to the Congress on the admin- 
istration of the Bank Holding Company Act. The Board recommended (recom- 
mendation No. 15) that it be given authority to approve all mergers through 
asset acquisitions by banks affiliated with bank holding companies. This rec- 
ommendation would cut across the authority of the Comptroller of the Currency, 
the Federal Deposit Insurance Corporation, and the State bank supervisors and 
would be a complete departure from the theory that the Bank Holding Company 
Act was designed to regulate bank holding companies and not their affiliated 
banks. We believe that the traditional division of authority among the banking 
agencies should be maintained and that the basic purposes of the Bank Holding 
Company Act should not be altered. 

We are happy to join with the Comptroller of the Currency, the Federal Re- 
serve Board, the Federal Deposit Insurance Corporation, and the American 
Bankers Association in supporting S. 1062. We hope that the Senate Committee 
on Banking and Currency will report the bill favorably and that it will be 
passed by the Senate as similar proposals were in 1956 and 1957. 


ASSOCIATION OF REGISTERED BANK HoLpDING COMPANIES 


OFFICERS 


President: Joseph H. Colman, First Bank Stock Corp.. Minneapolis, Minn. 
Vice president: Mills B. Lane, Jr., Citizens and Southern Holding Co., Savannah, 
Ga. 
Vice president: Oscar H. Keller, Firstamerica Corp., San Francisco, Calif. 
Treasurer: Henry Y. Ouffutt, Jr., Trustees, First National Bank of Louisville, 
Louisville, Ky. 
MEMBER COMPANIES 





BancOhio Corp., Columbus, Ohio. 

Baystate Corp., Boston, Mass. 

Citizens & Southern Holding Co., Sa- 
vannah, Ga. 

Dominion Securities, Inc., Richmond, 
Va. 

Empire Shares Corp., New York City. 

Firstamerica Corp., San Francisco, 
Calif. 

First Bank Stock Corp., Minneapolis, 
Minn. 

First Security Corp., Salt Lake City, 
Utah. 

The First Virginia Corp., Arlington, 
Va. 

General Baneshares Corp., St. Louis, 
Mo. 


Illinois Shares Corp., New York City. 

The Marine Corp., Milwaukee, Wis. 

Marine Midland Corp., Buffalo, N.Y. 

Northwest sancorporation, Minnea- 
polis, Minn. 

Old National Corp., Spokane, Wash. 

Shawmut Association, Boston, Mass. 

Southeastern Shares Corp., New York 
City. 

Tennessee Shares Corp., Knoxville, 
Tenn. 

Trustees, First National Bank of Louis- 
ville, Louisville, Ky. 

Wisconsin Bankshares Corp., Milwau- 
kee, Wiis. 





STATEMENT OF Harry J. HARDING, HONORARY PRESIDENT, INDEPENDENT BANKERS’ 
ASSOCIATION OF THE 12TH FEDERAL RESERVE DISTRICT 


My name is Harry J. Harding. I am president of the First National Bank of 
Pleasanton, Pleasanton, Calif. I represent the Independent Bankers’ Associa- 
tion of the 12th Federal Reserve District, of which organization I am honorary 
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president. Our association is made up of 285 banks located in the States of 
Washington, Oregon, California, Arizona, Nevada, Utah, Idaho, Alaska, and 
Hawaii. Throughout our history we have urged the enactment of proper legis- 
lation to prevent monopolistic concentration of control of banking, and we are 
opposed to any move that would take banks out from under the antitrust laws 
of our country. 

Concentration of banking control can take place (1) by branching, (2) by 
merging, and (3) through expansion of bank holding companies. Congress has 
left to the respective States to determine its policy as to branching of banks, 
and national banks are restricted to the branching policy of the State in which 
it is located. However, in delegating this responsibility to the States never was 
it in the mind of Congress that the branching privilege would be used to merge 
existing banks in terrific numbers such as has occurred, thereby eliminating the 
competition of these acquired banks and concentrating the bank assets in an area 
as large as a State largely in the hands of one or a few banks. 

The enactment of the Bank Holding Company Act of 1956, as well as the 
enactment by some of the States of their own laws curbing bank holding com- 
panies, have been tremendous steps forward in preventing further concentration 
of control over banks through the holding company device. 

The problem today, primarily, is the monopolistic tendency in banking through 
the merger process. 

The Clayton Act, in section 7, prohibits bank mergers through stock acquisi- 
tions where the effect might be substantially to lessen competition or to tend to 
create a monopoly. However, the wording of section 7 left a gap by which a 
bank could acquire the assets of another bank and avoid the provisions of sec- 
tion 7. It is by the acquisition of assets that practically all bank mergers are 
consummated today. The need to plug this loophole has been long recognized, 
and a number of bills to amend section 7 of the Clayton Act to also cover mergers 
by asset acquisition have been introduced in Congress in recent years. 

The continuing disappearance by merger of many banks each year, unless 
checked, foretells the doom of our present American system of locally owned and 
competitive banks. But these figures, alarming as they are, do not clearly picture 
how concentration of control over banking already has occurred to a startling 
degree in some areas. In the States included in the 12th Federal Reserve District 
this is particularly true. 

In California, where my own bank is located, during the years from 1935 to 
December 31, 1958, 23 years, the number of banks declined from 275 to 124, in 
spite of a tremendous increase in population and the organization of many new 
banks. Today in California there are only 69 unit banks. There are 55 branch 
systems, operating a total of 1,482 offices, now holding 98 percent of the banking 
assets. One branch banking system alone holds about 43 percent of the entire 
banking assets of the State. Now that the unit banks are practically wiped out, 
the merger trend among the branch banking systems has begun, and three fairly 
large branch banking systems recently have been merged with larger chains. 
There is also in process the merger of two chains, with approximately $1 billion 
in assets each. This merger has received the blessing of a majority of the mem- 
bers of the Board of Governors of the Federal Reserve System, with one member 
dissenting. Notwithstanding the extent of concentration of banking in the State 
of California, the end is not yet in sight. 

To the north of us, in Oregon, concentration of banking is even greater. At 
the end of 1935, there were 97 banks in Oregon—all but three being unit banks 
At the end of 1958, there were 38 unit banks and 17 branch systems operating 
148 branches, but 2 branch organizations alone held over 81 percent of the 
State’s banking assets. 

In Washington, in 1935, there were 188 banks, of which 180 were unit banks. 
By the end of 1958, the unit banks had decreased to 92 and there are now 22 
branch systems operating 254 offices. At the end of last year banking assets 
held by the branch banking systems amounted to 90 percent of the State’s total, 
largely concentrated in five of the bank systems. 

In Arizona today there are only two small banks—one of which is a savings 
bank that remain outside the orbit of the two bank holding companies—with 
these two companies controlling almost 100 percent of the States banking 
resources. 

In Nevada one bank holds 66 percent of the State’s bank assets. That bank is 
controlled by Firstamerica Corp. which also controls another bank in Nevada— 
the two banks holding 76 percent of the State’s bank assets. 
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In the seven Western States (excluding Alaska and Hawaii), making up the 
12th Federal Reserve District, at the end of 1935, there were 702 banks in exist- 
ence, of which 637 were unit banks and 65 branch systems operating 944 offices. 
At the end of the year just closed there were in these same States only 362 
panks—238 unit banks and 124 branch systems operating 2276 offices, including 
their head offices. 

In some other States somewhat the same story is beginning to take place. In 
figures already a part of the testimony before this committee it has been estab- 
lished that in many of the important commercial centers of this country one 
or two banks in a city by mergers have now acquired a tremendously large per- 
centage of the banking deposits of their community. 

This concentration over banking, brought about through the merger of thou- 
sands of banks, virtually all through the acquisitions of assets, raises the ques- 
tion whether these mergers, if they had been covered by section 7 of the Clayton 
Act would have been possible, or just when does a tendency to monopoly begin? 

With the need for legislation so evident, then the question is, will S. 1062, the 
bill before you, solve the problem? We contend that it will not; that the bill 
in many ways makes the concentration of banking control easier; that it is 
vague, ambiguous, and allows too much discretion to Federal bank supervisory 
agencies. 

The provisions of 8. 1062 give to each of the three Federal bank supervisory 
agencies the responsibility of approving mergers in their respective fields—the 
Comptroller of the Currency when the continuing bank is to be a national bank ; 
the Federal Reserve Board as to State member banks; and the Federal Deposit 
Insurance Corporation as to nonmember insured State banks. The Comptroller 
of the Currency is one of the three Directors of the Federal Deposit Insurance 
Corporation and as such would help pass upon mergers where the resulting bank 
is a nonmember insured State bank. 

The only possible means of curbing the trend toward concentration of banking 
by merger in the bill before you is in a single sentence— 

“In the case of a merger, consolidation, acquisition of assets or assumption of 
liabilities, the appropriate agency shall also take into consideration whether the 
effect thereof may be to lessen competition unduly or to tend unduly to create a 
monopoly, and, in the interests of uniform standards, it shall not take action as 
to any such transaction without first seeking the views of each of the other two 
banking agencies referred to herein with respect to such question; and in such 
a case the appropriate agency may also request the opinion of the Attorney 
General with respect to such question.” 

First of all we note there is no definite prohibition of a merger regardless of 
the extent the merger “lessens competition or tends unduly to create a monopoly” 
such as appears in the language of section 7 of the Clayton Act, where it deals 
with bank mergers effected through the acquisition of stock. The bill merely 
provides that the the appropriate Federal bank supervisory agency ‘shall also 
take into consideration whether the effect of a merger may be to lessen competi- 
tion unduly, or tend unduly to create a monopoly.” [Italic supplied.] 

What is meant by “unduly?” No one, as far as I can learn, has been able to 
give an understandable answer—and would any two people agree? 

The Clayton Act, now a matter of history of over 40 years, says that no acqui- 
sition of stock can be made where the result thereof is “substantially to lessen 
competition or tend to create a monopoly.” This language has stood the test of 
time and through court decisions the meaning of the word “substantially” has 
been determined. We have heard no valid reason why “substantially” is suitable 
in its application to some businesses, but not to banking. The use of the more 
elastic word “unduly” as included in S. 1062, instead of the court-tested “substan- 
tially” would be most confusing and would take years before the courts deter- 
mined just what it meant. In the interval, the discretionary power given to the 
Federal bank supervisory authorities would be too great. 

Suppose the Comptroller (or other Federal bank supervisory agency) should 
have a predilection in favor of a foreign system of banking, with a few big banks, 
operating in a wide area—and we have had Comptrollers who seemed to have had 
such views—and he “considers” that a proposed merger does not “unduly” lessen 
competition, or “unduly” tend to create a monopoly—his approval is final, accord- 
ing to S. 1062. It is only when he “considers” a proposed merger does “unduly” 
lessen competition or “unduly” tend to create a monopoly that he shall not take 
action “without first seeking the views of each of the other two banking agen- 
cies, * * * in the interests of uniform standard.” But they need not agree, nor 
need he heed the views of the other agencies. What is fascinating is that the bill 
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says he “may also request the opinion of the Attorney General.” But this he 
now can do, which seems to make the permission meaningless. 

The Federal bank supervisory agencies have stated they have had little cuou- 
cern With antitrust and monopoly laws. Yet, they express fear that the Attorney 
General of the United States, already charged with the enforcement of the anti- 
trust laws of the country, should have any say over bank mergers, regardless of 
how monopolistic in effect they might be. We have no fear in this regard, and 
believe that if a provision relating to bank mergers is to be made a part of the 
Federal Deposit Insurance Corporation Act rather than through amendment to 
the Clayton Act, then such legislation should require that the banking agencies 
shall obtain the opinion of the Attorney General, in writing, on any proposed 
merger. Also, in a case where the continuing bank is to be a State bank, whether 
a member of the Federal Reserve System or the Federal Deposit Insurance Cor- 
poration, it would seem logical that the views of the State supervisory agency 
should be obtained, and we urge that this be made a part of the bill. 

We, therefore, urge that the sentenee in S. 1062 to which we have referred be 
changed to read as follows: “The Comptroller, the Board of Governors of the 
Federal Reserve System, or the Corporation, as the case may be, shall not grant 
consent under this section to any merger, consolidation, acquisition of assets, or 
assumption of liabilities, where in any section of the country the effect thereof 
may be substantially to lessen competition, or to tend to create a monopoly and 
shall not approve any merger, consolidation, acquisition of assets, or assumption 
of liabilities, without first obtaining the views of the Attorney General with 
respect to such question. In each case the Attorney General shall submit his 
views and recommendations to the appropriate agency within 30 days.” [Ex- 
cerpt from H.R. 4155.) 

In the final analysis, you are faced with the question of what kind of a bank- 
ing system do we want in this country. Congress has repeatedly declared itself 
in favor of our traditional system of local, independent, and competitive banks, 
and opposed to the concentrated control of banking such as prevails in Europe 
and some other areas. True, the will of Congress has often been circuinvented 
by various means, but when loopholes have been discovered Congress has acted 
to close these. We do not believe it is your wish to reverse the position of Con- 
gress, but if you do, then S. 1062 can continue to undermine our system of banking 
and lead inevitably to a situation such as prevails abroad. If Congress desires 
to continue to maintain and strengthen our American system of banking, then 
we urge that the gap in the Clayton Act relating to bank mergers be closed, in 
the manner we have suggested. 


The Cuarrman. Gentlemen of the committee, we are pleased to 
have with us today representatives of the three Federal supervisory 
agencies. We shall call as our-first witness Mr. Ray M. Gidney, be- 
cause as Comptroller of the Currency he will have the largest job 
of any of these agencies in the matter of bank mergers, since he super- 
vises the operation of all national banks. 

Mr. Gidney, we shall be glad to hear from you. 


STATEMENT OF RAY M. GIDNEY, COMPTROLLER OF THE CURRENCY. 
ACCOMPANIED BY L. A. JENNINGS, DEPUTY COMPTROLLER, AND 
ROY T. ENGLERT, CHIEF COUNSEL 


Mr. Giney. Mr. Chairman, and members of the committee, I wel- 
come this opportunity again to appear before this committee to testify 
in support of this bill. It was introduced by yourself, Senator 
Robertson, on behalf of Senators Fulbright, Capehart, and yourself. 

The Treasury Department regards this measure as very desirable 
legislation 

"The CHamrMan. May I interrupt right there? Since you may have 
occasion to ask one of your two associates to make some statement, 
I would be pleased for the purpose of the record, and also for the 
information of the reporter, if you would identify them. 
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Mr. Gipney. [appreciate it. I should have done so. 

This is Mr. L, A. Jennings, First Deputy Comptroller. Yesterday 
I gave Mr. Jennings a button that said he had been 30 years in the 
Comptroller’s Office, so he qualifies as experienced, and he qualifies on 
all other grounds. 

And this is Mr. Roy T. Englert, our counsel, who does not have 
quite so many years but who qualifies also very well. 

The CuarrmMan. Thank you, sir. 

Mr. Gipney. The Treasury Department regards this measure as 
very desirable legislation and favors its enactment as the most effec- 
tive and appropriate method which has been proposed to provide Fed- 
eral regulation of all bank mergers. It is identical with legislation 
which was favorably reported by this committee and passed by the 
Senate as S. 3911 of the 84th Congress and as part of the Financial 
Institutions Act, S. 1451, of the 85th Congress. The Treasury De- 
partment has supported the bill throngs 

Like these predecessor bills, S. 1062 would amend section 18(c) 
of the Federal Deposit Aa ne e Act to require the approval of the 
appropriate Federal bank supervisory agency for every bank merger 
between insured banks. It would require the approving agency to 
consider essential banking factors, including the convenience and 
needs of the community to be served, and to take into consideration 
whether the effect of the merger may be to lessen competition unduly 
or to tend unduly to create a monopoly. 

In the interests of uniform standards, the approving agency would 
have to seek the views of the other two Federal supervisory 'ank 
agencies with regard to the ¢ ompetit ive quest ion. 

It would be authorized but not required to request the opinion of 
the Attorney General with respect to this question. 

The welfare and health of our banking organization is of primary 
importance to the maintenance of sound conditions in our economy. 
We are proud of our banking system with its typically American 
type of organization and supervision. A high measure of ae 
bility for the welfare of banking rests upon the supervisory agencies 
and with responsibility there must be authority if good results are 
to be expected. 

Twenty-six years have passed since the historic period in which 
a banking holiday was required. They have been years of evolu- 
tion, gr owth and progressive additions to the strength of our banks. 
Constant efforts on the part of bankers and bank supervisors have 
increased banking capital, so that it has been steadily gaining in re- 
lation to banking liabilities. Intensive educational efforts have im- 
proved the quality of bank personnel. 

Bank mergers and consolidations have in many cases strengthened 
banks as to ec: sapital position, character of management, and the ability 
to marshal funds to meet business requirements. 

Our banking system today is in very healthy condition. With 
strengthening ‘of management, capital position, and resources there 
has been a corresponding change i in the character of banking competi- 
tion. Today banks strive to furnish the most complete service possible 
and vie with each other in seeking enlargement of their customer 
group whether depositors, borrowers, or users of other services. 
Everywhere there is healthy banking competition, possibly the keenest 
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and most effective we have ever had. It is tremendously vigorous 
and aggressive and characterized by devotion to the ideal of rendering 
as great a measure of public service as possible. 

If a bank or banks should fail to give a community adequate serv- 
ice, the way is open for the establishment of new and competing 
institutions. Any serious dissatisfaction with existing facilities will 
lead to the provision of additional banking units. 

In the 10-year period from 1948 through 1957, for which we have 
figures available, the Comptroller of the Currency chartered 173 
national banks, and these particular banks had total assets at the 
end of 1957 of over $1 billion. 

During the same 10-year period, State bank supervisors chartered 
672 new banks. 

During 1958, 18 national banks and 74 State banks were chartered. 

The number of new banks chartered in recent years and their gen- 
erally successful operation indicates that banking is a field where full 
competitive opportunity exists and new enterprises prosper if well 
planned and well managed. 

In considering the growth pattern of our banking industry, we 
should take note of the increase in the number of banking offices. 
While over a 10-year period, from 1948 to 1957, there was a slight 
reduction in the number of banks from 14,222 to 13,607, or something 
over 4 percent, there was a large increase in the number of banking 
offices from 18,459 in 1947 to 21,685 in 1957. This is a reflection of 
the willingness of banks to extend the availability of their services. 

It is worthy of note that during the almost 70 years since the 
Sherman Antitrust Act was enacted, the Department of Justice has 
not in a single case proceeded under that act against alleged monopoly 
arising out of mergers or consolidations in the field of commercial 
banking. Under section 7 of the Clayton Act there has been one 
case, not against a bank but against a bank holding company. This 
was the Transamerica case brought by the Board of Governors of 
the Federal Reserve System which has concurrent jurisdiction in the 
enforcement of section 7 with regard to banks. The Justice Depart- 
ment did not participate. 

The committee will doubtless. be interested in the number and size 
of bank mergers in recent years. Therefore, there is included in an 
appendix to this statement a summary table showing the bank mergers 
and the total resources of the banks involved—that is, of the banks 
taken over—for the years 1950-58 and a list of the banks involved. 

I should say that 1950 is taken as a beginning date because that 
was the year in which the so-called two-way street for bank mergers 
between State and National units was enacted. 

We also include a further table showing the number of changes 
effected in each year in the total number of banks by mergers and 
otherwise and by numbers of new charters issued. 

Coming now to consideration of the details of S. 1062, it is necessary 
to consider also alternative legislation which has been introduced as 
S. 1004 to amend section 7 of the Clayton Act to make it applicable 
to bank mergers. This proposal would prohibit any bank merger 
where the effect may be substantially to lessen competition or to 
tend to create a monopoly. 

We should like to outline the reasons why we favor the approach 
of S. 1062 to bank merger legislation. 
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Banking is a supervised and regulated industry. It is supervised 
and regulated at the national level by the Comptroller of the Cur- 
rency, the Federal Deposit Insurance Corporation, and the Board 
of Governors of the Federal Reserve System. ‘The officials of these 
agencies are intimately familiar with banking in all its phases 
throughout the United States. S. 1062 implies recognition that a 
strong banking system is vital to the welfare of the Nation and that 
banking is a supervised and regulated industry. It would extend 
Federal regulation to bank mergers not now subject to Federal control 
in a manner consistent with the existing banking structure, and it 
would leave jurisdiction over bank mergers in the bank supervisory 
agencies which are best qualified to w eigh and adequately consider 
the important banking factors in conjunction with purely competitive 
factors in order to arrive at fair and well-balanced decisions in ap- 
proving or denying bank mergers. 

The enactment of S. 1062 would enable the Board of Governors 
of the Federal Reserve System, the Federal Deposit Insurance Cor- 
poration, and the Comptroller of the Currency to pass upon mergers 
where the continuing institutions will be w ithin their respective juris- 
dictions and in accordance with practical and desirable standards 
indicated in the proposed law. It would enable the three Federal 
supervisory agencies to confer together and work out desirable and 
uniform standards to be applied to bank mergers which will subject 
such mergers to reasonable tests as to their compatibility with the 
public interest. 

An amendment to section 7 of the Clayton Act, on the other hand, 
would take from the bank supervisory agencies final authority over 
bank mergers and place it in the Department of Justice. In the case 
of other supervised and regulated industries the Clayton Act itself 
recognizes that final authority over merger transactions should be 
vested in the supervising agencies. 

The last paragraph of section 7 7 expressly provides that that section 

shall not apply to transactions in certain regulated industries which 
are duly consummated pursuant to authority given by the Civil Aero- 
nautics Board, Federal Communications Commission, Federal Power 
Commission, U.S. Maritime Commission, and the Secretary of 
Agr iculture. 

‘We know of no valid reason which would require denial of this ex- 
emption to the banking industry. There should be no objection to 
banking having an exemption in this respect similar to that of other 
regulated industries. 

Former Assistant Attorney General Stanley Barnes testified before 
this committee in 1956: 


I do not know enough about the banking business to tell you that banks should 


be subject to section 7. It may be that they should be in a category by them- 
selves. I cannot pass on that (Senate hearings on S. 3911, 84th Cong., 1956, 
p. 68)- 

Under S. 1062 the competitive factor to be considered by the bank 
supervisory agencies aa be whether the effect of the merger may 
be to lessen competition unduly or to tend unduly to create a mono 
oly, whereas under section 7 of the Clayton Act the standard to be 
applied would be whether the effect of the transaction may be sub- 
stantially to lessen competition or to tend to create a monopoly. 
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There has been a suggestion that the use of the word “unduly” in 
S. 1062 is completely novel. As long ago as 1911 the Supreme Court 
in developing the so-called “rule of reason” referred to “undue” re 
strictions of competition. 

In the report of the Attorney General’s National Committee To 
Study the Antitrust Laws, reference is made to the Standard Oil and 
American Tobacco Co. holdings, and the statement is made that the 
Supreme Court has redefined the words of the Sherman Act to 
effectuate a statutory policy of protecting the public interest against 
wrongs where competition was “unduly” limited. 

As recently as January 20, 1958, in Miller Motors Ine, v. Ford 
Motor Co., the Court of Appeals for the Fourth Circuit stated that 
under the Sherman Act it has long been settled that only those ar 
rangements which “unduly” or unreasonably restrain commerce are 
forbidden. 

Thus, it appears that the use of the word “unduly” is not novel. 

It is our view that the use of the word “unduly” would give the 
banking agencies needed flexibility. The use of the phrase “sub- 
stantially to lessen competition,” on the other hand, would inject into 
banking a rigidity which would be highly undesirable. 

In recent cases the courts and the Federal Trade Commmission havi 
concluded that a substantial lessening of competition might resul 
in cases where ‘as little as 6.7 percent, 2014 percent, and 23 percent 
of the respective markets were affected. The application to banks 
of such percentages—keeping in mind the fact that the relevant market 
for banking is for the most part local rather than national in scope 
would clearly not be in the public interest. 

In each of his last several Economic Reports, the President has 
recommended to the Congress authorization for Federal regulation 
of bank mergers. S. 1062 would effectively implement this part 
of the program of the President. An amendment to section 7 making 
bank mergers subject to that section would not do so unless accom- 
panied by other changes in laws affecting bank mergers. 

Enactment of S. 1062 would require the bank supervisory agencies 
to take into consideration in passing upon bank mergers the usual 
banking factors such as the effect. upon the soundness of the banking 
system, the effect upon the convenience and needs of the community, 
the effect upon the particular banks involved, whether the resulting 
institution will be capably managed, soundly capitalized, and in a 
sound aes condition, and whether the plan is fair and equitable 
to the stockholders of each of the banks, as well as the competitive 
aspects of the merger. Thus, the banking agencies would be per- 
mitted to act upon bank mergers after full consideration of all the 
factors which should be considered and in the light of the public 
interest. 

An amendment to section 7 of the Clayton Act, on the other hand, 
would prohibit absolutely and without regard to other considerations 
any bank merger where the effect may be ‘substantially to lessen com- 
petition or to tend to create a monopoly. This completely ignores 
the fact that banking is an industry clothed with the public interest 
and that the public interest must be considered in bank merger trans- 
actions. 

A representative of the Justice Department has testified before this 
committee that in determining whether there has been a lessening of 
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competition the Justice Department does not view that in the light 
of the public interest. 

At the hearings on S. 3911, 84th Congress (1956), page 82, Assistant 
Attorney General Barnes testified as follows: 

Senator Frear. Does the lessening of competition in the eyes of the Justice 
Department necessarily mean it is not in the public interest? 

Mr. BaRNEs. Yes. That is the tendency. That is one of the two standards 
established by section 7 of the Clayton Act. That is Congress’ decision and 
not the Justice Department. It may tend to create a monopoly or substantially 
lessen competition. Those are our working tools. 

Senator FREAR. Yes, but if any two banks in an area merge the Justice De- 
partment can say it lessens competition because there is just one bank after 
the merger and it definitely lessens competition because there is no competitor 
there. Does the Justice Department say that is not in the public interest 
because it does lessen competition ? 

Mr. BARNES. By enacting Clayton Act, section 7, Congress has already pro- 
claimed the public interest in promoting competition. The Justice Department 
simply applies the standards that Congress has given us. 

Senator FreAr. I am glad you said that. So then when you are talking about 
lessening competition, you do not view that in the light of the public interest. 

Mr. BaRNEs. That is correct. And the reason why we do not is because Con- 
gress has not said, “Look. See if it lessens competition and then whether it 
does or not you consider whether it is in the public interest.” We do not have 
that authority. We do what Congress tells us to. Does it substantially lessen 
competition? That is the question for us. 

That is why I say, the suggestion I made is we can give that one circum- 
scribed opinion on the lessening of competition, and if the banking agencies want 
to say that despite that the public interest demands this merger go through, 
that is their responsibility. They may have good reasons for it on which we are 
not competent. We would not object to it as long as we have the right to 

mfest it in court if we think they are so wrong it must go court. 

Senator Freak. But you follow pretty much the dictates of Congress. 

Mr. Barnes. As far as I possibly can, I doso. 

Amendment of section 7 of the Clayton Act would be anomalous in 
view of the fact that Congress has long recognized that completely free 
and unbridled competition between banks is undesirable. 

For example, it has placed limits upon entrance into the banking 
business, and upon the establishment of branches by national and 
member banks. All national banks must be chartered by the Comp- 
troller of the Currency and all branches established by insured banks, 
including national banks, must be approved by one of the three Fed- 
eral banking agencies. Expansion of bank holding companies through 
the acquisition of banks must be approved by the Board of Gov- 
ernors of the Federal Reserve System under the Bank Holding Com- 
pany Act of 1956, 

In a statement made by Chairman Robertson at the time of the 
introduction of this bill, it was pointed out that unrestricted competi- 
tion has not been the rule of the banking industry for many years, 
that it is impossible to require unrestricted competition in the field 
of banking, and impossible to subject banks to competitive rules ap- 
plicable to ordinary industrial and commercial concerns not subject 
to regulation and not vested with the public interest. 

Under existing law bauk mergers and consolidations where the 
resulting bank is an insured State bank, and bank mergers ac- 
complished by purchase of assets and assumption of liabilities whether 
the resulting bank is a national or insured State bank, need be ap- 
proved bya “Federal bank supervisory agency only if the capital stock 
or sur plus of the resulting bank will be less than the aggregate capital 





26 REGULATION OF BANK MERGERS 


stock or surplus of all the merging banks. Thus, many bank mergers 
are not. now subject to Federal regulation or control. 

For the information of the committee there is included an appendix 
to this statement giving a list of bank mergers or assumptions since 
1955 in which approv al of a Federal agency was not required. This 
1955 date was selected because that was when the first consideration 
of the matter was initiated which led to the passage of S. 3911 in 
early 1956. 


Enactment of S. 1062 would extend Federal regulation to similar 


cases arising in the future by requiring prior approval by a Federal] 
agency of all bank mergers and absorptions involving insured banks 


after a consideration, as has been said, of banking factors, competitive 


factors, and the public interest. 

An amendment to section 7 of the Clayton Act, on the other hand, 
in addition to other serious objections to that proposal, would not 
accomplish the desired end of extending Federal regulation of bank 
mergers. It would not require prior approval for many bank mer- 

rs, nor would it require or even permit consideration of banking 

actors and the public interest in such cases. It would have effect 
only in cases in which it might be said with reason that there would 
be a substantial lessening of competition or a tendency toward mo- 
nopoly and then by means of the cumbersome approach of litigation 
to require a separation of the merged bank bak into its constituent 
elements, an almost impossible task in the case of banks. 

It should be obvious that S. 1062, requiring prior approval, and 
a consideration of banking as well.as competitive factors, is the best 
method of dealing with bank mergers. 

Not only is S. 1062 supported by the Treasury Department, the 
Board of Governors of the Federal Reserve System, and the Federal 
Deposit Insurance Corporation, but it is supported also by the Ameri- 
can Bankers Association, the Association of Reserve City Bankers, 
the Federal Advisory Council, the U.S. Chamber of Commerce and 
the American Bar Association. At the meeting of the house of dele- 
gates of the American Bar Association on February 19, 1957, the 
following resolution was adopted: 


Resolved, That the American Bar Association recommends to the Congress 
that, instead of legislation amending section 7 of the Clayton Act by extending 
the asset provisions to banks, banking associations, and trust companies, legis- 
lation be enacted amending the Federal Deposit Insurance Act by prohibiting 
the merger or consolidation of any insured bank with any other insured bank, 
or the acquisition of the assets of or assumption of the deposit liabilities of 
any other insured bank without the prior written consent of the Comptroller 
of the Currency, the Board of Governors of the Federal Reserve System, or the 
Federal Deposit Insurance Corporation, depending upon the status of the result- 
ing, acquiring or assuming bank as a National bank, a State member bank, 
or a nonmember insured bank; and providing that the appropriate agency 
shall take into consideration whether the effect of the merger, consolidation, 
acquisition, or assumption may be to lessen competition unduly or to tend 
unduly to create a monopoly. 


In the light of our experience with mergers and our study of the 
problem, it is our recommendation that S. 1062 be enacted. 

That is my formal statement. 

I would just like to refer again to the material which we have added 


to this statement, which is too voluminous to go into except to 
summarize. 
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We have given in schedule A a list of consolidations, mergers, 
assumptions, - not requiring approval of appropriate Federal bank 
supervisory agency, 1955 through 1958. 

We have given a summary in appendix B of the number of mergers, 
consolidations, and purchase and sale transactions by years, 1950-! 58, 
showing the number of banks taken over and the resources of the 
banks taken over. Those are in two columns, those approved by 
the Comptroller of the Currency and those approved by State banking 
departments. 

We have given, supplementing those summary figures, a complete 
list of consolidations so far as we are able to prepare it, and we believe 
we have the complete list of consolidations, mergers, and purchase and 
sale transactions approved by the Comptroller of the Currency from 
1950 to 1958, inclusive, and the consolidations, mergers, and purchase 
and sale transactions approved by State banking departments over 
the same period. 

We have given in appendix C a very brief appendix showing the 
number of Eas this I should say is for commercial banks— 
in the country at January 1, 1950, which was 14,199, the number ab- 
sorbed or discontinued during each year, the number of new banks 
chartered, the number of banks at the end of the year. That has 
tun from 14,164 down to 13,540 at January 1, 1959. I think there 
is a little difference between that figure and the one that I had, in 
the text of my remarks, but it is very slight and we shall have to 
reconcile it. These figures show a decrease of about 414 percent in 
number of banks. 

We believe that those banks have become better equipped to compete 
and they have become more and more active in competition and that 
I would say, with whatever firmness I can, that I think we have a 
very good banking system at this time and that this bill will be help- 
ful in keeping it so. 

(The appendixes referred to will be found in the appendix to the 
record, p: 126.) 

Mr. Gipnry. Mr. Chairman, I appreciate the opportunity to testify 
und the patience of the committee in listening to this presentation. 

The Cuarrman. Are there any questions? 

Senator Bennett. Mr. Chairman, I have just one question. 

The Cuamman. Senator Bennett. 

Senator Bennett. In 1941 the Federal Reserve System published a 
series of banking studies by members of its staff. On page 35 of the 
latest edition of that series is this statement and I would appreciate 
your comment on it: 

Today the operations of individual banks are closely interknit, and to a 
greater extent than is true of other forms of business banks suffer rather than 
gain from one another’s weaknesses. In the light of these conditions it has 
become more and more apparent that banking cannot be understood so long 
as it is viewed from the point of view of the single institution. It must be 
viewed as an organic system of institutions in which the whole is far more than 
merely the sum of its individual parts. 

Is that a fairly accurate statement ? 

Mr. Gipnry. I think that is a very good statement, sir. I think that 
is a very good statement. One could apply that. I think that was 
written with the experiences of the early thirties in mind where the 
weaknesses of one bank perhaps caused it to get into trouble, and the 
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resemblance of the resulting effect to the falling of a row of dominoes 
was quite marked. ft wees 

Senator Bennett. In the light of this kind of statement, is 1t fair 
to assume that mergers should be looked at from the point of view of 
their potential effect on the organic structure and not simply as a 
program by which the competition between individual institutions 
with no relation to any larger responsibility is either increased or 
decreased ?¢ 

Mr. Gipney. I think that is very desirable. I think we should hope, 
and I think we have a good deal of evidence to show, that mergers 
have strengthened the banking system rather than otherwise. They 
have strengthened the institutions. 

We have tried in some of our reports to give to the Congress a 
number of reasons which bring about mergers, and I think in our 1954 
report we went into that. 

I think the single thing that makes for mergers most often is differ- 
ence in level of position—that is, position as to asset health and as to 
management. I think it is fair to say that it generally happens that 
the weak merges into the strong and there is an upgrading of the 
strength of the institution and of the management ability. 

If that is the case, and I believe it is, then we have strengthened our 
banking system. 

One cannot live through many years of banking without seeing 
cases where a bank is taken out and you feel very badly about it. It 
may have been a friendly bank. I remember in Buffalo we had a 
merger of a bank I was with. 1 was on the wrong side of the merger. 
It is not much fun sometimes. 

A newspaperman said that “when your columnist finds a bank that 
seems to have some ‘bowels of compassion,’ the first thing he knows 
it gets up and merges with an institution that is just a bank.” He had 
a $350 note with us and he perhaps felt he could not get the same with 
the coldblooded bank it was merged with. 

Senator Bennerr. If we were to proceed to this problem in the spirit 
of section 7, would we not be proceeding on the theory that we were 
dealing with single institutions only? And would a section 7 approach 
be able to preserve the atmosphere described by this language that I 
have just read ¢ 

Mr. Gipney. | think that section 7 would not be helpful to the 
purposes and the standards which that statement implies. 

Senator Bennerr. Thank you. No other questions. 

The Cuarrman. Any further questions f 

Senator SparKMAN. Mr. Chairman? 

The Cuatrman. Senator Sparkman. 

Senator Sparkman. Mr. Gidney, I have enjoyed your statement. I 
think it is a very fine and clear statement. 

You may know that I sponsored one of the early bills looking to- 
ward notice prior to bank mergers, and I proceeded along the line of 
amending section 7 of the C ‘layton Act. I think you have given some 
very strong arguments here as to why this would be a ‘preferable 
procedure Tather than amending section 7 of the Clayton Act. 

I notice, however, you make reference to the fact—I believe you do, 
or maybe. the chairman did in his statement—that under this bill 
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the Attorney General may be consulted but it is not required that 
you consult him. 

Mr. Gipney. Yes. 

Senator SpARKMAN. You are required, as I understand it, to con- 
sult with the Federal Reserve and the Treasury. Are those the two? 

Mr. Gipney. We would be required to consult with the Federal 
Deposit Insurance Corporation and the Federal Reserve. 

Senator SparkMAN. The Federal Deposit Insurance Corporation 
and the Federal Reserve ¢ 

Mr. Gipnry. We would be a part of the Treasury. 

Senator SparKMAN. Why would it not be a good thing to bring in 
the Attorney General, the Department of Justice, not from the stand- 
point that his opinion would be controlling but at least to assure that 
he would be a part of the case / 

It is stated here that you “may” consult him. I am wondering 
why you are required to consult the other two agencies and you do 
not want to be required to consult the Department. of Justice. 

It seems to me that it would strengthen your position if you had 
the opinion of the Department of Justice. 

Mr. Gipnry. Well, I cannot answer that question without saying 
that I believe these other two agencies are the people that know the 
facts of life and are competent in this matter. That implies that 
we do not think the Department of Justice is really very well equipped 
ina banking matter. 

Senator SpaARKMAN. I would go along with you on that, and, there- 
fore, I would not advocate that the opinion of the Attorney Gen- 
eral be controlling. But it seems to me that in an advisory capacity 
involving the antitrust aspects it would be well to consult the Attorney 
General. 

Mr. Gipnry. We have in a good many cases consulted them, but, of 
course, it was partly to ascertain whether they felt they had the juris- 
diction which they did not have at that time. 

We had one case, now a little over 2 years ago, where it seemed to 
us that their opinion was very, very desirable, and we did ask their 
opinion and that of the Federal Reserve Board, bee ‘ause we thought 
the particular transaction might come under section 7. 

That was in December of 1956. We have had a reply from the 
Federal Reserve Board. We have never heard from the Department 
of Justice. And it was appropriate perhaps that we should not, be- 
cause the matter worked into litigation in the State courts and that 

has not been finally concluded, so perhaps that is the reason why. 

But these mergers are quite numerous. The material which one 
may have to develop becomes extremely voluminous, almost beyond 
belief. We think this matter is better right in the hands of the super- 
visory agencies who have material already and people that are study- 
ing and are kept informed daily on banking matters. 

I just think the opinion we will get from the other supervisory 
agencies is better. 

And, of course, the purpose of having this consultation is to get 
into a common path so that we would not be going off in all directions. 

Senator SparkMAN. Am I right in my understanding that there 
are two general methods of merging banks? One of them is by 
ue quisition of assets ? 
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Mr. Grpnry. Yes. We have the mergers and consolidations which 
perhaps may have technical distinctions but are practically one. Let’s 
call them mergers which are done by exchange of stock usually. 

Senator SparKMAN. That is one of the types subject to section 7? 

Mr. Gipnry. Section 7 would apply if there were a purchase of 
stock. 

Senator SpaRKMAN. Yes. 

Mr. Gipnry. A purchase of stock but not a purchase of assets. 

Senator SpaRKMAN. That is my impression that that is one method 
sometimes used for merger of banks which is already under section 7 
of the Clayton Act. That is the acquisition of stock. 

Mr. Giwney. Yes. Now, that has not happened in the normal case 
of getting together. It very often happens when a bank holding com- 
pany gives its stock in exchange for the stock of the bank it acquires. 
But it is pretty well absent in other get-togethers. 

Senator SpaRKMAN. It seems to me that you could submit your ques- 
tion to the Attorney General for his opinion, not on the basis of 
whether or not there was a lessening of competition—I think you 
make a very good point on that—but on the question as to whether 
or not there is undue lessening or there would be undue lessening of 
competition to ask for his opinion as to any antitrust violations that 
might be involved. 

Mr. Gipnery. Well, the way is open to us under this bill to do that. 

Senator Sparkman. Yes; I realize it is open. It is permissive. 
The only difference between you and me is that I am thinking that 
it would be better to require you to ask the Attorney General for his 
opinion. 

Mr. Gipney. Well, I just think that it would be better as it is pro- 
posed in the bill, in my opinion. 

Senator SparKkMAN. Did you have something you were looking for ? 

Mr. Gipney. It would be our opinion it is better in the form it is 
in the bill. 

Senator Sparkman. I will not belabor the point further. Thank 
you very much. 

The Cuarrman. Any further questions? 

Senator Frear. I suppose I should ask one, Mr. Chairman, if I am 
permitted. However, the witness has made such a good statement 
in behalf of this bill I think it is probably useless that I even take up a 
moment or two. 

But as was stressed in the footnote here by the witness, the lessening 
of competition—whether it is in the public interest or not—has 
troubled me considerably ever since the day Judge Barnes was before 
the committee here. 

Mr. Gipney. Yes. 

Senator Frear. I am still of the opinion that it is in the public 
interest at times when competition is lessened. 

I know that the merger and the consolidation of banks and trust 
companies, and so forth, are not in the same category as far as section 7 
of the Clayton Act is concerned as industry. 

But if you will pardon me just a second, Mr. Chairman, for a brief 
observation that may be personal. In the little city of Dover, Del., 
where I live, in 1930 there were 57 milk people delivering milk in a 
little town of 5,000 population. Of course, it was impossible for the 
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health department to observe the operations of all of those dairies. 
When they got down to about five or six, the people of Dover, certainly 
in the public interest as I understand it, were getting better milk for a 
less price than they were when they had 57 milk people coming in. 
Certainly competition, I suppose, in the light of the Justice Depart- 
ment, was lessened in that case, but it was certainly in the public 
interest that it was done. 

I do not know whether the same thing can apply to banks or not. 
Maybe this is an example that is not in good taste at the moment, but 
I think the milk that they received was. 

It is still of importance. I agree with the witness this morning 
that I think that you have made a long step. Certainly I am very 
happy that you are supporting this bill, because I do believe that the 
contents of this bill are for the best interests of our banking fraternity. 
I congratulate you on the statement you made with your associates. 

Mr. Gipney. Senator, I would like to borrow and adapt this milk 
illustration because if we went back to an earlier period I noticed 
in a talk by one who proposes the other method the statement that 
we are desperately up against it for banks because we only have 
13,500 or thereabouts as againt 30,000 in 1920. This is like your 
numerous milk-supplier cases. And if one goes back and examines 
the history of what happened to the 30,000 and why the 30,000 came 
down to the smaller number, you will get a wealth of reasons for 
doing something except insisting upon a particular number of outlets. 
One outlet may give more service than a number. 

I think the important thing we should hope for is a degree of 
enlightenment on the part of people that run these banks so that they 
go out and give service. That is where we want competition, com- 
petition in giving service. And we want to keep them up to the high 
ideals of service. 

I talked to the president of a very large bank the other day, and he 
said, “If we fell away from that in any moderate or slight degree we 
would have others in very quickly.” 

And we do have that spirit of service in today’s banking. 

I have on my desk at this moment an application to put a branch 
in beside a bank which has $714 million in deposits. Their loans at 
the last report were $1.8 million. Now, there is a rather prima facie 
indication there that that bank is not doing a very good job, and that 
is borne out by comments of the local people. 

We are probably going to give some more competition there. We 
frequently do give more competition when we put in new banks and 
branches. 


But the old saying is that beauty is as beauty does. And banks are 
as banks do. 

I know these banking people very, very well around the country, 
and I have never seen anything to equal the vigor with which they are 
out competing. They really are trying to give everything. Your 
largest bank in New York has just put in a plan to have this method 
of credit for bills. The second largest there has put in the check 
credit plan where an individual can have a revolving credit. And 
they are just as alive to the need for giving service as can be. I 
think we are in very good shape in that respect. 
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Senator Frear. Mr. Chairman, I certainly wish the statement made 
by Mr. Gidney just now would have more publicity. I think there 
is very strong competition in the banking industry. 

Mr. GIpNEY. If you would like to get some of them in to tell you 
about that, they would do it very cheerfully. 

Senator Frear. Thank you, sir. 


T he Cuamman. You have just developed the point that some people 
overlook in asking that banks be treated as are all other corporations 
with respect to the antitrust laws. 


Any three gr more people in Virginia can get a charter to start 
any kind of: business they please as long as it is a legal enterprise. 
But any three people cannot get a charter to start a bank any time 
they please. 

If they wanted a national bank, the question “Are we going to give 
too much competition?” is under consideration. That is always an 
issue before the FDIC before it will agree to insure the accounts of a 
new enterprise: Does it have a reasonable chance to be successful, or 
will the insured accounts some day become a real liability ? 

The Senator from Utah developed that issue. 

In support of his position that banking should not be treated 
under section 7 of the Clayton Act, the antitrust law, I call your at- 
tention to an article by Adolph A. Berle,-Jr., which was published in 
the Columbia Law Review in May 1949, 49 Columbia Law Review 
589. It is called “Banking Under the Antitrust Laws.” That is 10 
years ago. Of course, we have had this matter under consideration 
for some time. 

He says there that something ought to be done, and we all agree 
to that—that something ought to be done. In the proposed bill we are 
aiming to do something. 

Mr. Berle says this at page 592: 


Operations in deposit banking not only affect the commercial field, but also 
determine in great measure the supply of credit, the volume of money, the value 
of the dollar, and even, perhaps, the stability of the currency system. Within 
this area considerations differing from and far more powerful than mere pres- 
ervation of competition may be operating under direct sanction of law. It 
is the theory, in ordinary commercial fields, that competition is the desir- 
able check on price levels,—the process by which the efficient are rewarded by 
survival, and the inefficient eliminated by failure. The price of business fail- 
ures is not regarded as too high for the community to pay in view of advantages 
to consumers, stimulus towards greater efficiency, and freedom of enterprise. 
But it is doubtful (to say the least) whether any such assumption is indulged 
in with respect to deposit banks; certainly the theory is not there accepted to 
the full extent of its logic. A bank failure is a community disaster, however, 
wherever, and whenever it occurs. While competition may be desirable up to a 
point in deposit banking, there is a clear bottom limit to its desirability. So 
long as 90 percent of the monetary needs of the country are supplied through 
bank credit, deposits, and checks, under a system which contemplates many 
thousands of banks and also a uniform, smooth, free flow of bank checks, a high 
degree of cooperation among banks is essential. So long as certain kinds of 
banking paper are accepted as a basis for currency through the operations of 
the Federal Reserve rediscount, a high factor of uniformity is needed. The 
economic and social premises of the Sherman Act in respect of other businesses 
are not fully accepted by the Congress, the States, or the public as the only con- 
siderations applicable to deposit banking. 


That is the reason I think those who framed the Reorganization Act 
of 1946, in determining the jurisdiction of committees, decided to give 
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to the Committee on the Judiciary jurisdiction over all antitrust 
matters including mergers except as to banks. But they reserved, in 
my opinion, as I have previously indicated, exclusive jurisdiction over 
that for this committee. 

I would like to ask you this question: If S. 1062 should be enacted 
into law, do you think that would make future bank mergers easier 
or more difficult ? 

Mr. Gipney. I think that we would have a period of composition to 
get our common view. It should not be too long or too difficult. I 
think that the great number of bank mergers w ould measure up with 
that satisfactorily, and as to those it would not be more difficult ; it 
would be quite the same. 

I think undoubtedly the meeting of minds might result that we 
would think some would not be p assable, and as to ‘those the difficulty 
would amount to a bar. In specific cases it would be prohibitive. 

The CuamrMman. There is an opinion among some connected w ith 
what we call small or independent State banks that it would not be too 
difficult for a State bank to merge into a national bank if we were 
passing on the elimination of that State bank. 

I will ask you this question: If the evidence on a merger indicated 
to you that competition would be unduly lessened, would: you approve 
the merger ¢ 

Mr. Gipnry. If it was decided that it would be unduly lessened ¢ 

The CHatrMan. Yes. 

Mr. Giwney. I think under this bill, and working with the common 
view of the supervisory agencies as to what is “unduly,” that we 
would have to disapprove such an application, whichever agency had 
the authority. 

However, if it is a merger into a State bank, of a national bank into 
a State bank, the comptroller’s office would not have any authority on 
it except in a consultative way, setting a standard. We have no au- 
thority now. 

The Cuamman. I put in the record before the testimony started a 
statement I received from Mr. Harry J. Harding, honorary president, 
Independent Bankers Association. 

In his statement he says that in his opinion the test of unduly af- 
fected competition is not. spelled out in a way that it will have any 
material bearing on what you are going to do. 

I just want to know if you think the word “unduly” in there has 
any real meaning and if a merger is going to unduly restrict compe- 
tition would you approve it? If you “could not deny the charge that 
it is going to unduly restrict competition, would you approve that 
merger / 

Mr. Gipney. If it comes within what has been worked out by the 
agencies consulting together as unduly restricting competition we 
would have to disapprove it. 

The CuarrMan. Yes. 

Mr. Gipney. That is, each one of the agencies would have to. It 
would not be us alone. 

The CuatrMan. The viewpoint has been expressed to me by some 
State banking officials, supervisors, that they would like to see this 
law, if enacted, administered by just one agency instead of three. 
They express preference for the Federal Reserve Board. 
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Previously the Board has testified before us that it would be too big 
a job, that they could not set themselves up as a quasi-court to hear 
all of these merger applications, because they are getting, as you have 
indicated, quite numerous in recent years. 

What is your viewpoint about the feasibility of having just one 
agency administer the law? The practical effect of having three with 
jurisdic tion is if it is going to end up as a national bank, ; jurisdiction 
goes to you. If it is going to wind up as a State member bank, juris- 
diction goes to the F ‘ederal Reserve. If it is going to wind up as a 
nonmember State bank, FDIC handles it. 

Would you discuss the theory of this approach in preference to 
having just one Federal agency review all merger applications ? 

Mr. Gwwney. I think it goes without saying I think keeping the 
three is the better method. I think the load which would come on 
any one would be pretty considerable. T think the irritations and all 
would make it the target of a good deal of friction. 

Sometimes there is an advantage in having things spread. And 
that is the essence of our dual banking system—that if they do not 
like what the Comptroller’s Office does they can go over and be in the 
other system. That is done from time to time. We have mergers 
out of our system and mergers in, conversions out and in. 

I think the promptness of action would be furthered by having the 
three, because that gets the number down to something that is more 
nearly manageable. 

It also brings to them material with which they are familiar at the 
outset. 

That is to say, if a merger is coming our way, we know the condi- 
tions of the bank it is coming into. That is one part. of it we already 
have. 

T think that there would be greater promptness of action if you have 
it spread. 

I see no reason why the agencies that are now constituted could not 
get together on what the meaning of unduly is—that is. how it 
applies, the application. of it, to the cases—so that everybody would 
get fair treatment. 

The Cuatrman. Senator Bennett wishes to ask a question. 

Senator Bennett. I think Mr. Gidney has answered my question. 
Mavbe we could spotlight it a little. 

Under the present situation, without regard to mergers, you have a 
fund or a reserve of experience with national banks. 

Mr. Gipnry. And our Office has it. of course. 

Senator Bennett. Your Office has it. The Federal Reserve has a 
reserve of experience with State banks? 

Mr. Grwnry. Yes. 

Senator Bennett. So that if the law were written so that the Fed- 
eral Reserve had to handle national banks, that would be a wasteful 
process because they would lack the information and material you 
alreadv had ? 

Mr. Grwnry. That is true. 

Senator Bennett. The procedure to a wise decision would be much 
easier if each of the agencies handled those banks with which it was 
already familiar? 

Mr. Gipney. I think that says what I wish I could have said. 
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We have that material. The preparation of material going into 
a decision by someone who has not had it becomes more voluminous. 
Things have to formalized. 

Senator Bennerr. So if there were a single agency it would prob- 
ably take more time? There might actually be the risk of more un- 
wise decisions ? 

Mr. Gipney. Well, I think we would get better decisions with the 
three, and there certainly will be more delay in bringing them about 
with one. 

One thing is that bank mergers have to either occur or not occur. 
They cannot hang between heaven and earth for a great length .of 
time without injury to the banks concerned. That is very important. 

That was a particular point in favor of the several individual 
agencies. 

“Senator Bennerr. Thank you. 

The Cuarrman. Mr. Gidney, do you see any direct connection be- 
tween the provisions of the pending bill and the preservation of a 
dual banking system ? 

Mr. Giwney. I think that this bill is thoroughly consistent with the 
preservation of the dual banking system. I do not want to go into it 
deeply, but if you will look at ‘the mer gers that have occurred you 
will find it is a two-way street very definitely. 

The CuarrMan. And under that two-way street of 1950, if they are 
going to wind up as a State bank you do not have jurisdiction over 
them ? 

Mr. Gipney. I do not have a bit of jurisdiction. They go away. 
And we have become stoic; we let them go. 

The Cuarrman. I have heard it expressed, with all due deference, 
that you have been a little too lenient on mergers. You sent me a 
copy of a letter you wrote Representative Celler of March 16, 1959, 
and I think I would like to insert it in the record at this time. 

(The letter referred to follows :) 

COMPTROLLER OF THE CURRENCY, March 16, 1959. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House Office Building, Washington, D.C. 


DEAR Mr. CELLER: Reference is made to your letter of February 23, 1959, in 
which you request certain information regarding bank consolidations, mergers, 
and purchase and sale transactions. 

We have enclosed the data which you requested concerning consolidations, 
mergers, and purchase and sale transactions approved by the Comptroller of 
the Currency and the State banking departments. It was not clear from your 
letter as to which years you wished our information to cover. We have sub- 
mitted the data for the years 1955 through 1958, and we trust this will be 
satisfactory. 

With respect to your request for information regarding these consolidations, 
mergers, and purchase and sale transactions, disapproved by this Office, we have 
drawn up a table which gives this information. 
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Total re- || | Total re- 
sources of || | sources of 
Year Number of} banks which | Year Number of | banks which 
cases would have |} cases | would have 
been ab- || | been ab- 
sorbed | sorbed 
‘ | —_—— pe eda anes : ‘ eee 
1950. .... ‘ 0 | 0 1065... .. | 17 $365, 160, 000 
1951 : nel 0 | 0 || 19546 ie | 10 | 359, 850, 000 
1952 1 $27, 249, 000 || 1957_. | 1 13, 444, 000 
1953 0 | 0 || 1958_.._-- aah | 2 | 198,985, 000 
1954 4 93, 929, 000 


We have also drawn up a table showing the number of those transactions 
which were disapproved by this office on the basis of competitive considerations. 


| Total re- Total re- 

| sources of sources of 

Year Number of | banks which Year Number of | banks whic! 

cases would have cases |} would have 

| been ab- haan ab- 

| sorbed sorbed 

1950 : 0 0 |) 1955 ; 12 $182, 712, OO 
1951 0 | 0 1956 2 & | 355, O18, 675 
1952 | 0 0 1957... 0 ( 
1953 o 0 0 1958_. ] 2 198, 985, OOF 


1954 | 0 0 


While this office has taken competitive considerations into account in deciding 
whether to approve or disapprove the considerations, mergers, and purchase and 
sale transactions which have been presented to us, and while as indicated above 
us have disapproved some such transactions solely on competitive grounds, we 
have not judged these transactions on the basis of whether the effect might be 
substantially to lessen competition or tend to create a monopoly. Therefore, it is 
impossible for us to indicate how many of the transactions, disapproved by this 
office on competitive grounds might have resulted in a substantial lessening of 
competition. 

With respect to the last series of questions contained in your letter, you are ad- 
vised that applications for consolidations, mergers, and purchase and sale trans- 
actions filed with this office are not available for public examination. However. 
full details are contained in the agreements to merge or consolidate entered into 
between the two banks, and copies of these agreements are on file at each of the 
banks and are made available to the shareholders of the banks. 

This office does not hold public hearings and, consequently, has held none in 
the years 1950 through 1958. 

We have no established procedure with respect to obtaining the views of the 
Antitrust Division of the Department of Justice concerning the competitive 
consequences of bank mergers, but have on occasion, written to the Department 
Should a situation arise in which we deemed it necessary to consult the Antitrust 
Division we would address a letter to it setting forth the facts. This office would 
seek the views of the Department of Justice in respect of competitive considera- 
tions in cases in which it appeared that there might be involved a violation of 
the antitrust laws, During the years 1957-58, we had no liaison with the Depart- 
ment of Justice with respect to competitive consequences of a proposed transac- 
tion. 

Sincerely yours, 
(Signed) R. M. Gipney, 
Comptroller of the Currency. 


The CuarrmMan. I see from that letter that in 1955 you turned down 
17 applications and in 1956 you turned down 10 applications. 

Mr. Gipney. I should say that some, not all, of those were on the 
competitive ground. We further gave him figures for those on the 
competitive ground. Those were turned down frequently in very in- 
formal way. They were not necessarily full-dress requests that came 
up and were acted on formally. 
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I could illustrate. The two banks in the town in which I lived 2 
years talked about getting together, and I thought and Mr. Jarsue 
thought—perhaps T should give more credit to Mr. Jennings—but we 
thought that that was a little hard to take and perhaps they had bet- 
ter not do it. And I did not tell them they could not do it. If they 
came on and pushed it, maybe we would. But I was sufficiently cool 
that they decided they would not come on and went and told the chief 
examiner in the district that we had discouraged them. 

Now, effectively, they did not merge, and they are separate today. 

As to the matter of our being more liberal, I think that you would 
look far to find cases in which the State authorities have turned down 
mergers any more than we have. I think we perhaps have turned down 
more than you could find that the States have turned down. But I do 
not think either one of us has turned down a great many. 

Senator Bennerr. Does this committee have a record of the mergers 
that have been rejected ? 

The Cuarrman. This letter shows some of them he has rejected. 
[ have put it in the record. 

Mr. Gipney That is only the number. We would like not to give 
names. : 

Senator Bennerr. Numbers are what I am interested in. 

Mr. Gipnrey. We would like not to give names. 

The Cuarrman. That is in the record. 

Senator Muskie. I have one or two questions. 

The CuHairman. I recognize the Senator from Maine, Senator 
Muskie. 

Senator Muskir. I would like to ask with reference to tests that 
are applied under S. 1026 and S. 1004 some questions for clarification. 

As 1 understand the meaning of your testimony, a substantial less- 
ening of competition would be something less than an undue lessening 
of competihinn 

Mr. Gipney. The “substantial” would be a more rigid thing, and it 
would be subject to a great many court decisions which have been to 
the effect that there was a substantial lessening of competition where 
we think there was not very much. 

We think that this would be a more practical, more a “rule of rea- 
son” as in the reference I made to the Supreme Court, whereas the 
“substantially” seems to be simple arithmetic. That just seems to be 
simple arithmetic. 

When I was before the House committee in 1955, the attorney said, 
“If you have four banks in town and two of them merge, you have 
lessened competition.” 

Now, our experience shows that when there are four banks in town 
and two of them merge they immediately intensify competition be- 

cause the combined bank becomes very vigorous not to lose any busi- 
ness, and the two remaining banks become very vigorous to pick off 
any account or business that is in any way restless under the merger. 

Senator Muskie. Let me put it this way: There could be a given 
merger which constituted a substantial lessening of competition under 
S. 1004 which would not be prohibited under S. 1062 in the test of 
“unduly”? 

Mr. Gipney. It think that is conceivable. 

Of course, we think that these mergers which have occurred have 
not substantially lessened competition, but someone else might think 
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that they had, and with the court decisions such as that in the Stand- 
ard Oil of California case, where a little over 7 percent of the market 
was involved and that was forbidden, that ne be quite impossible 
for banks, because in a town that has one bank there is 100 percent 
present. If it is a town of two banks, which is quite normal for a 
modest-sized town, there is 50 percent of that market taken. 

Those percentage decisions which have arisen in other cases are just 
poisonous for a bank situation, which is so different. 

Senator Muskie. In other words, you feel that larger combinations 
should be permissible than would be permissible under S. 1004? 

Mr. Gipney. Well, I do not think that is true, because I think the 
banks have just been an infinite distance behind other forms of cor- 
porate organization in the degree of concentration. They are just 
not in the same league at all as to the extent to which concentration 
has gone. 

Senator Muskie. Let me ask a specific question, put a specific 
situation. 

In a given community, if a merger were to reduce the number of 
banks from two to one, would you consider that to be under some 
circumstances permissible under the “undue” test ? 

Mr. Gipney. Under some circumstances, yes, sir, but under others 
not. ; 

Senator Muskie. Would you say it was permissible under any 
circumstances under the “substantial” test ? 

Mr. Gipney. Well, yes, I think that under some circumstances it 
could get by under either test. 

If we are supposing the case of two banks, neither one big enough 
to make a living, neither one big enough to make a living, and they 
merge, I think that should be passed under either test. 

I think it would be doubtful whether it passed under the “sub- 
stantial” test if you simply applied arithmetic—that you had two 
banks and now there is one. 

Mr. Jennings had a case where two banks did want to go together, 
and he told them we did not think we could go along with that. That 
never was placed before us formally, but they gave up. 

That town was quite a little way from any other bank, and the two 
were possibly large enough to exist as healthy, going banks. 

We discouraged that merger. 

But if you get down to the case where you have got a bank that is 
small and here is another one smaller and they are both, so to speak, 
just skimping along, we would think that it would not be an undue 
lessening of competition if they were to get together. And I think 
it would not be a substantial lessening of competition, although if there 
were that absolute definition I would be in a difficult position—because 
here are two banks, and now you have one. You certainly have sub- 
stantially lessened competition, but you made for a healthier banking 
system, better service for people. 

Senator Muskie. In recent years has there been a development of 
undesirable monopolistic trends in the banking industry that has 
stimulated the introduction of this legislation ? 

Mr. Gipney. I think quite the opposite. 

I think that while there has been growth and in some areas quite 
large banks have grown and the branch system has grown in some 
States, with that has come corresponding growth on the part of other 
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institutions, and each one has vigorously gone after the business. So 
that I think the public is being better served in a banking way than it 
ever has been in this country. 

Senator Musxkir. The industry is becoming more competitive, in 
other words ¢ 

Mr. Gipney. I think it is becoming more competitive. 

Senator Muskir. Why is this legislation necessary ? 

Mr. Gipney. I think that there could be a question on that. I think 
that one reason it is necessary is that you have the proposed restrictive 
legislation which has been put up several times. 

Senator Muskie. 8. 10041is what stimulates S. 1062 ¢ 

Mr. Gipney. And similar bills in the House. 

The Cuarrman. You have referred to cases where there would be 
two banks in a small community. I happen to know one not far 
from my home. Two banks have been there for over 40 years, and 
there is just about enough business for one good bank. Neither one 
of those banks has made any money. They are solvent, but they 
did not do any good. 

Is it not a fact that the purchasing power of the dollar has de- 
preciated about 50 percent in the last 20 years? And does that not 
automatically, in effect, curtail the lending power of the small bank? 
Their lending power is fixed by dollars, not by the purchasing power 
of the dollars? 

Mr. Gipnry. Yes. 

The CuairMan. And is it not a fact that in the last 10 years, let us 
say, all banks have encountered pretty tough competition from in- 
surance companies and savings and loans institutions and other types 
of banks? 

Mr. Guwney. Yes. Very true. 

The CHairman. If a bank fails, as Mr. Berle says, it is tragic 
for that community. Under our FDIC law it is not so tragic for the 
Government, but it costs the Government money because it has to 
pay the depositors. 

Mr. Gipney. It is still tragic even 

The CHatrman. The bank failure is advertised all over the State, 
if not over the Nation, and it hurts the other banks for any bank 
to fail. We do not want banks to fail. 

Mr. Gipnry. Happily, the FDIC has lessened that blow a great 
deal by paying off promptly, but still it is not a picnic if the town 
is left without a bank. 

The Cuairman. Just one other question on the point brought up 
by Senator Sparkman about the desirability of making conference 
with the Attorney General mandatory. 

I understood you said that as far as you were concerned you would 
always confer with him where you thought the antitrust laws were 
really involved ? 

Mr. Gipnry. Well, we did in a great many cases to satisfy ourselves 
that they were not. 7 

The Cuairman. Yes. 

Mr. Gipney. Then after finding 

The Cuarrman. But you would rather not be in a position of having 
to overrule a member of the Cabinet if he disagrees with you? You 
do not happen to be a member of the Cabinet. There is a little protocol 
involved there I reckon. 
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Mr. Gipnry. Well, it is a very practical question. Assistant At- 
torney General Barnes aa to me, “We do not want to veto. All we 
want is to be able to give an opinion. And we know if our opinion 
was adverse you wouk J not approve the merger. 

I do not know whether that is true or not, but if may well be. 

The ‘HAIRMAN. Thomas Jefferson said, “Trust no man with power. 
Bind him down with the chains of the Constitution.” If you give 
him power you can expect him to exercise it. That is my opinion. 

We thank you very much. 

Senator Frear. M: ay I ask one question? I do not want to hold 
this up, sir, you may call me out of order on this one. 

The Cuamman. No, you are never out of order as far as I am 
concerned. 

Senator Frear. This does not involve S. 1062, and I am sure that 
the Comptroller does not want to answer this question, but I am 
going to throw it to him anyhow. 

Before the Finance Committee we have H.R. 4245, which is on tax- 
ing insurance companies. ‘There is some relevancy between taxa- 
tion of insurance companies and banks. I think it is completely out 
of kilter, but, nevertheless, it is a Federal agency that is doing this 
taxing. 

I do not suppose you gave any testimony on H.R, 4245? 

Mr. Gipney. The Treasury did. I would back up the Treasury's 
testimony, ef course. 

Senator Frear. I think that answers my question. 

Mr. Gipney. | think that answers the question. 

I would be willing to make the general observation that I think 
people who are in competition with each other ought to compete on 
equal bases. 

Senator Frear. Taxwise as well as other? 

Mr. Gipney. Well, just generally. 

The Cuairman. We thank you, sir. 

Senator Frear. Thank you. 

(The following were-submitted for the record :) 


COMPTROLLER OF THE CURRENCY, 
March 20, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Senate Banking and Currency Committee, 
U.S. Senate, Washington, D.C. 


DeaR Mr. CHAIRMAN: For your information there is enclosed herewith a 
copy of our report on S. 1004, a bill “to amend the Clayton Act by prohibiting 
the acquisition of assets of other banks by banks, banking associations, or trust 
companies when the effect may be substantially to lessen competition, or to tend 
to create a monopoly.” 

Sincerely yours, 
Ray M. GIwney, 
Comptroller of the Currency. 
Enclosure. 
COMPTROLLER OF THE CURRENCY, 
March 19, 1959. 
Hon. JAMES D. EASTLAND, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your letter of February 11, 
1959, in which you request a report on 8. 1004, a bill “‘to amend the Clayton Act 
by prohibiting the acquisition of assets of other banks by banks, banking associ- 
ations, or trust companies when the effect may be substantially to lessen com- 
petition, or to tend to create a monopoly.” 





on 


ng 
ist 
nd 


11, 
Let 





REGULATION OF BANK MERGERS 41 


This bill would amend section 7 of the Clayton Act to prohibit any bank from 
acquiring directly or indirectly, the whole or any part of the assets of one or 
more corporations engaged in commerce, when the effect of such acquisition of 
assets may be substantially to lessen competition, or to tend to create a monopoly. 

Similar legislation proposed in both the 84th and 85th Congresses was opposed 
by the Treasury Department. This Department has recommended, jointly with 
the Board of Governors of the Federal Reserve System and the Federal Deposit 
Insurance Corporation, legislation which would have accomplished the purpose 
of making bank mergers, including the competitive aspects of such transactions, 
subject to Federal control. The legislation recommended by this Department 
was passed by the Senate as S. 3911 of the 84th Congress and section 23 of the 
Ill of S. 1451 of the 85th Congress. 

Identical legislation has been recommended to the 86th Congress and is now 
pending before the Senate Banking and Currency Committee as 8S. 1062. 

For reasons which have been fully stated on several occasions before several 
congressional committees, this Department continues to favor the approach to 
bank merger legislation embodied in S. 1062. Consequently, this Department is 
opposed to S. 1004. A memorandum which more fully sets forth the views of 
this Department is attached hereto. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
LAURENCE B. ROBBINS, 
Acting Secretary of the Treasury. 


MEMORANDUM 


S. 1004, a bill “to amend the Clayton Act by prohibiting the acquisition of 
assets of other banks by banks, banking associations, or trust companies when 
the effect may be substantially to lessen competition, or to tend to create a 
monopoly,” would amend section 7 of the Clayton Act to bring within the pur- 
view of that act bank mergers, consolidations, and takeovers accomplished by 
means of asset acquisitions. The effect of the legislation would be to prohibit, 
regardless of any other considerations, any bank merger, where the effect may 
be substantially to lessen competition or to tend to create a monopoly, and to 
place jurisdiction over bank mergers in the Department of Justice without re- 
gard to the fact that there exist three Federal bank supervisory agencies. 

The Treasury Department is opposed to 8S. 1004. Similar legislation was op- 
posed by the Treasury Department in both the 84th and 85th Congresses. It is 
our view that Federal regulation should be extended to bank mergers, but by 
different means than that contemplated by S. 1004. This Department jointly 
with the Board of Governors of the Federal Reserve System and the Federal 
Deposit Insurance Corporation has for the past several years recommended 
legislation to subject bank mergers to Federal control and to require considera- 
tion of competitive aspects. Representatives of this Department have testified at 
length on this subject before congressional committees on several occasions. The 
legislation which this Department recommends and which is now pending before 
the Senate Banking and Currency Committee as S. 1062, would appropriately 
place jurisdiction over bank mergers in the bank supervisory agencies, and would 
require that each agency shall take into consideration in approving bank mer- 
gers not only whether the effect thereof may be to lessen competition unduly or to 
tend unduly to create a monopoly, but also usual banking factors. This legis- 
lation was passed by the Senate in the 84th Congress as S. 3911. and was passed 
by the Senate in the 85th Congress as section 23 of title III of S. 1451. This 
proposal recognizes that a strong banking system is vital to the welfare of the 
Nation and would not require a rigid application of a competitive test to the 
exclusion of other factors which most certainly should be considered in passing 
upon bank mergers. It recognizes the fact that banking is a supervised and 
regulated industry, and it would leave jurisdiction over bank mergers where it 
rightfully belongs in the bank supervisory agencies. These agencies are best 
qualified to weigh and adequately consider the always important and frequently 
vital banking factors in conjunction with purely competitive factors in order to 
arrive at fair and well-balanced decisions in approving or denying bank mergers. 

Banking is a supervised and regulated industry. It is supervised and regu- 
lated in every State by a State bank supervisor. It is supervised and regulated 
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at the national level by the Comptroller of the Currency, the Federal Deposit 
Insurance Corporation, and the Board of Governors of the Federal Reserve 
System. No reason is apparent why it is necessary to add the Department of 
Justice as a fourth agency having jurisdiction over bank mergers. 

S. 1004, as indicated above, would prohibit absolutely and without regard to 
other considerations any bank merger where the effect may be substantially 
to lessen competition or to tend to create a monopoly. This ignores the fact 
that banking is an industry clothed with the public interest (as is indicated 
by the fact that it is a supervised industry), and that the public interest must 
be considered in bank merger transactions. Former Assistant Attorney General 
Stanley N. Barnes has testified that in determining whether there has been a 
lessening of competition the Justice Department does not view that in the light 
of public itter@st (hearings before the Senate Banking and Currency Committee 
on S. 3911, 84th Cong., 2d sess. (1956) p. 82). This Department on the other 
hand considers it essential to consider the broad monetary, economic, and bank- 
ing questions involved in bank mergers in order to arrive at a decision that will 
be in the public interest. The bank supervisory agencies are best qualified to 
consider these factors. The Department of Justice has testified that, ““‘We do 
not propose that we have enough judgment to evaluate these other matters that 
are peculiarly bank matters” (hearings on S. 3911, p. 79). 

S. 1004 has been recommended by the Department of Justice as an alternative 
to the bank merger legislation recommended by the Treasury Department 
with the concurrence of the other Federal banking agencies. As pointed out 
above S. 1004 would require disapproval of bank mergers solely on the basis of 
competitive factors and without regard to banking factors. Enactment of this 
legislation would be anomalous in view of the fact that Congress has long rec- 
ognized that completely free and unbridled competition between banks is un- 
desirable. For example, it has placed limits upon entrance into the banking 
business, and upon the establishment of branches by national and member banks. 
All national banks must be chartered by the Comptroller of the Currency and 
all branches established by insured banks, including national banks, must be 
approved by one of the three Federal banking agencies. Expansion of bank 
holding companies through the acquisition of banks must be approved by the 
Board of Governors of the Federal Reserve System under the Bank Holding 
Company Act of 1956. In a statement made by Senator Robertson at the time 
he introduced S. 1062 it was pointed out that unrestricted competition has not 
been the rule in the banking industry for many years, that it is impossible to 
require unrestricted competition in the field of banking, and impossible to sub- 
ject banks to competitive rules applicable to ordinary industrial and commercial 
concerns not subject to regulation and not vested with the public interest. 

The President of the United States in his economic report of the last several 
years has recommended that Federal regulation be extended to all bank mergers. 
The legislation we have proposed would implement this portion of the program 
of the President. It is supported not only by the three Federal bank supervisory 
agencies, but also by the American Bankers Association, the Association of 
Reserve City Bankers and the American Bar Association. At the meeting of 
the house of delegates of the American Bar Association on February 19, 1957, 
the following resolution was adopted: 

“Resolved, That the American Bar Association recommends to the Congress 
that, instead of legislation amending section 7 of the Clayton Act by extending 
the asset provisions to banks, banking associations, and trust companies, legisla- 
tion be enacted amending the Federal Deposit Insurance Act by prohibiting the 
merger or consolidation of any insured bank with any other insured bank, or 
the acquisition of the assets of or assumption of the deposit liabilities of any 
other insured bank: without the prior written consent of the Comptroller of the 
Currency, the Board of Governors of the Federal Reserve System, or the Federal 
Deposit Insurance Corporation, depending upon the status of the resulting, 
acquiring or assuming bank as a national bank, a State member bank, or a 
nonmember insured bank; and providing that the appropriate agency shall take 
into considertion whether the effect of the merger, consolidation, acquisition, or 


assumption may be to lessen competition unduly or to tend unduly to create a 
monopoly.” 


(The following were received subsequent to the close of the hear- 
ings and also the letter and table in the appendix, p. 227 :) 
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COMPTROLLER OF THE CURRENCY, 
March 20, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: After reviewing the transcript of my testimony 
before the Senate Banking and Currency Committee on March 18, I should like to 
have your permission to amplify certain answers which did not give an adequate 
expression of our attitude on the points raised. 

1. In response to the question as to why the proposed bill is needed, I would 
cite the data accompanying my statement which lists consolidations, mergers, or 
assumptions of banks, national and State, by State-chartered Federal Reserve 
member banks during the years 1955 through 1958 which did not require approval 
by the Board of Governors of the Federal Reserve System. The banks absorbed 
numbered 97 with assets of $7,445,205,925. Also shown were banks insured by 
the Federal Deposit Insurance Corporation taken over by other insured non- 
member banks and which did not require approval by the Federal Deposit 
Insurance Corporation. There were 49 in number with $438,167,876 in assets, 
This is a clear indication of the need for the enactment of a bill giving authority 
to a Federal agency to pass upon these types of mergers or consolidations or 
assumptions. 

2. You made the comment that “I have heard it expressed, with all due 
deference, that you have been a little too lenient on mergers.” 

I believe that we have not been too lenient and certainly not more so than 
the State banking authorities. While we are not fully informed as to what 
merger applications they may have disapproved, there have come to our attention 
only four cases. In the case of one disapproval, appeal was taken to the State 
courts of Pennsylvania and the action of the secretary of banking was reversed. 
(See Dauphine Deposit Trust Company v. Myers (Pa. 1957) 130 A. 2d 686.) 
Among the reasons for the reversal was the absence of definite statutory stand- 
ards upon which the merger could be disapproved. We think that the Federal 
statutes on this subject need to be implemented with more definite standards 
than are now included therein. 

3. You ask whether, “If S. 1062 should be enacted into law, do you think that 
would make future bank mergers easier or more difficult ?” 

I should say that it would, of course, make them more difficult. 

4. You asked “If the evidence on a merger indicated to you that competition 
would be unduly lessened, would you approve the merger?” 

We would not approve the merger in such a case unless banking factors were 
present which clearly indicated that approval was necessary notwithstanding 
lessening of competition. 

Sincerely yours, 
Ray M. GIDNEY, 
Comptroller of the Currency. 


COMPTROLLER OF THE CURRENCY, 
March 27, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: Reference is made to the testimony of Representa- 
tive Emanuel Celler given before your committee on March 19, 1959, with re 
spect to S. 1062. On page 34 of Representative Celler’s prepared statement there 
appears testimony to the effect that in the period from 1950 to 1958 “in only one 
instance did the Comptroller seek the [Justice] Department’s advice on the com- 
petitive effect of a particular bank merger problem.” There is then quoted a 
letter of March 20, 1957, addressed to Representative Celler by Assistant At- 
torney General Hansen. 

It is unfortunate that Representative Celler did not see fit to bring to the at- 
tention of the committee at the same time our letter to him of March 21, 1957. 
This letter appears at page 174 of the hearings before the Antitrust Subecom- 
mittee of the Committee on the Judiciary of the House of Representatives on 
— 264 and H.R. 2148 of the 85th Congress. Following is the text of this 
etter: 

“At the time I appeared before the committee on March 7, 1957, it was re- 
quested that we supply your committee with the number of instances in each 
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year between 1951 and 1956 in which we had liaison with the Department of 
Justice in connection with bank mergers. 

“During the years 1951 through 1954, inclusive, there were no such cases. 

“During the year 1955 we had liaison with the Department of Justice in con- 
nection with the following cases: 

“Merger of National City Bank of New York and -First National Bank 
of New York City. 

“Merger of Manufacturers National Bank of Detroit and Industrial 
National Bank of Detroit, Mich. 

“Merger of National Bank of Westchester, White Plains, N.Y., the 
Westchester County National Bank of Peekskill, N.Y., and the Crestwood 
National Bank, Tuckahoe,, N.Y. 

“Merger of Anglo-California National Bank, San Francisco, Calif., and 
Crocker First National Bank, San Francisco, Calif. 

“During the year 1956 we had liaison with the Department of Justice in con- 
nection with the following cases: 

“Application of the Wisconsin Bankshares Corp. to organize three new 
national banks. 

“Merger of Philadelphia National Bank of Philadelphia and Delaware 
Valley Bank & Trust Co., of Bristol, Pa. 

“Merger of First National Bank in Houston and the City National 
Bank of Houston, Tex. 

“Merger of Security-First National Bank of Los Angeles, Calif., and the 
Farmers & Merchants National Bank of Los Angeles, Calif. 

“Proposed takeover of Peoples Savings Bank of Port Huron, Mich., by 
the Michigan National Bank of Lansing, Mich. 

“Proposal of the First National City Bank of New York group to form a 
bank holding company in New York State.” 

You will note that in the letter we list 10 transactions in which this Office 
had liaison with the Department of Justice. In most of these cases, because they 
involved asset acquisitions by banks, the Justice Department concluded that it 
did not have jurisdiction and we were so informed by a high ranking official. 

We do not know the basis on which Mr. Hansen concluded that “in only one 
instance” was the advice of the Justice Department sought on the competitive 
effect of a particular bank merger problem. Certainly in the cases listed there 
was communication from us to the Department and in most of them indication 
Was given us that the Department did not have jurisdiction. 

With respect to the proposed takeover of Peoples Savings Bank of Port 
Huron, Mich., by the Michigan National Bank of Lansing, as indicated in Mr. 
Hansen's letter, members of our staff conferred with members of the Antitrust 
Division in the fall of 1956: Subsequently, on December 12, 1956, after being 
advised by the Justice Department that it was undertaking an antitrust investi- 
gation of this matter, we wrote to the Department of Justice a letter in which 
we stated: ; 

“In view of the fact that your Division is undertaking an antitrust investi- 
gation of this proposed acquisition, we have decided to withhold action for the 
time being on this application. We hope that it will be possible for you to com- 
plete your investigation within a reasonably short period of time in order that 
it may be completed before it is necessary for us to act in this matter.” 

We have not yet been advised of the results of the Justice Department in- 
vestigation. In the meantime, there has been litigation in the State courts in- 
volving the stock of the Peoples Savings Bank, making it impossible for us to 
act on this matter. 

It having become clear to us through our contacts with the Justice Depart- 
ment that it did not consider that it had jurisdiction over bank mergers in- 
volving asset acquisitions, we have referred no such cases to the Department 
of Justice during the last 2 years. 

I should like to refer also to Representative Celler’s frequent comment that 
in 1955 I stated that we would not approve any bank merger where the effect 
may be substantially to lessen competition, or to tend to create a monopoly. 
We have not approved any bank merger where we considered that the effect 
would be substantially to lessen competition or tend toward monopoly. Recog- 
nizing that there may well be differences of opinion or dispute as to the effect 
of a merger and with added experience and information as to the legal back- 
ground of these transactions we would now say that we would not approve a 
merger in which, in the light of all the factors present, competition would be 
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unduly lessened. It should be noted that neither the standards contained in 
the Clayton Act nor any other competitive standards are made applicable by 
statute to bank mergers effected by means of asset acquisitions. This is among 
the reasons which emphasize the need for enactment of a statute such as 8S. 1062 
which would impose competitive standards upon bank mergers. 
Sincerely yours, 
Ray M. GIDNEY, 
Comptroller of the Currency. 


COMPTROLLER OF THE CURRENCY, 
March 27, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Banking and Currency Committee, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: For your information, I am enclosing a copy of a 
letter dated March 26, 1959, signed by the Acting Secretary of the Treasury, to 
Representative Celler, chairman, Committee on the Judiciary, pursuant to his 
request for a report on H.R. 4152, a bill to amend the Clayton Act by prohibiting 
the acquisition of assets of other banks by banks, banking associations, or trust 
companies when the effect may be substantially to lessen competition, or to tend 
to create a monopoly. I have also enclosed a copy of a memorandum concern- 
ing H.R. 4152, which we also sent to Representative Celler. 

Both the letter and memorandum set forth the position of the Treasury De- 
partment with regard to H.R. 4152, to the effect that the Department is opposed 
to this proposed legislation. 

Very truly yours, 
R. M. GIDNEY, 
Comptroller of the Currency. 


TREASURY DEPARTMENT, 
March 26, 1959. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your letter of February 13, 
1959, in which you request a report on H.R. 4152, a bill to amend the Clayton 
Act by prohibiting the acquisition of assets of other banks by banks, banking 
associations, or trust companies when the effect may be substantially to lessen 
competition, or to tend to create a monopoly. 

This bill would amend section 7 of the Clayton Act to prohibit any bank from 
acquiring directly or indirectly, the whole or any part of the assets of one or 
more corporations engaged in commerce, when the effect of such acquisition of 
assets may be substantially to lessen competition, or to tend to create a monopoly. 

As you know, similar legislation proposed in both the 84th and 85th Con- 
gresses was opposed by the Treasury Department. This Department has rec- 
ommended, jointly with the Board of Governors of the Federal Reserve System 
and the Federal Deposit Insurance Corporation, legislation which would accom- 
plish the purpose of making bank mergers, including the competitive aspects of 
such transactions, subject to Federal control. The legislation recommended by 
this Department was passed by the Senate as 8. 3911 of the 84th Congress and 
section 23 of title III of S. 1451 of the 85th Congress. 

Identical legislation has been recommended to the 86th Congress and is now 
pending before the House Banking and Currency Committee as H.R. 4373 and 
before the Senate Banking and Currency Committee as S. 1062. 

For reasons which have been fully stated on several occasions before several 
congressional committees, including your own, this Department continues to 
favor the approach to bank merger legislation embodied in H.R. 4373 and S. 
1062. Consequently, this Department is opposed to H.R. 4152. A memorandum 
Which more fully sets forth the views of this Department is attached hereto. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
(Signed) LAURENCE B. ROBBINS, 
Acting Secretary of the Treasury. 
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MEMORANDUM 


H.R. 4152, a bill to amend the Clayton Act by prohibiting the acquisition of 
assets of other banks by banks, banking associations, or trust companies when 
the effect may be substantially to lessen competition, or to tend to create a 
monopoly, would amend section 7 of the Clayton Act to bring within the purview 
of that act bank mergers, consolidations and takeovers accomplished by means 
of asset acquisitions. The effect of the legislation would be to prohibit, regard- 
less of any other considerations, any bank merger, where the effect may be sub- 
stantially to lessen competition or to tend to create a monopoly, and to place 
jurisdiction over bank mergers in the Department of Justice without regard to 
the fact that there exist three Federal bank supervisory agencies. 

The Treasury Department is opposed to H.R. 4152. Similar legislation was 
opposed by. the Treasury Department in both the 84th and 85th Congresses. It 
is our view that Federal regulation should be extended to bank mergers, but by 
different means than that contemplated by H.R. 4152. This Department jointly 
with the Board of Governors of the Federal Reserve System and the Federal 
Deposit Insurance Corporation has for the past several years recommended legis- 
lation to subject bank mergers to Federal control and to require consideration 
of competitive aspects. Representatives of this Department have testified at 
length on this subject before this committee and other congressional committees 
on several occasions. The legislation which this Department recommends and 
which is now pending before the House Banking and Currency Committee as H.R. 
4373 and the Senate Banking and Currency Committee as S. 1062, would appro- 
priately place jurisdiction over bank mergers in the bank supervisory agencies, 
and would require that each agency shall take into consideration in approving 
mergers not only whether the effect thereof may be to lessen competition unduly 
or to tend unduly to create a monopoly, but also usual banking factors. This 
legislation was passed by the Senate in the 84th Congress as 8S. 3911, and was 
passed by the Senate in the 85th Congress as section 23 of title III of S. 1451. 
This proposal recognizes that a strong banking system is vital to the welfare of 
the Nation and would not require a rigid application of a competitive test to the 
exclusion of other factors which most certainly should be considered in passing 
upon bank mergers. It recognizes the fact that banking is a supervised and 
regulated industry, and it would leave jurisdiction over bank mergers where it 
rightfully belongs in the bank supervisory agencies. These agencies are best 
qualified to weigh and adequately consider the always important and frequently 
vital banking factors in conjunction with purely competitive factors in order to 
arrive at fair and well-balanced decisions in approving or denying bank mergers. 

Banking is a supervised and regulated industry. It is supervised and regu- 
lated in every State by a State bank supervisor. It is supervised and regulated 
at the national level by the Comptroller of the Currency, the Federal Deposit 
Insurance Corporation, and the Board of Governors of the Federal Reserve 
System. No reason is apparent why it is necessary to add the Department of 
Justice as a fourth agency having jurisdiction over bank mergers. 

H.R. 4152, as indicated above, would prohibit absolutely and without regard 
to other consideration any bank merger where the effect may be substantially 
to lessen competition or to tend to create a monopoly. This ignores the fact 
that banking is an industry clothed with the public interest (as is indicated 
by the fact that it is a supervised industry) and that the public interest must 
be considered in bank merger transactions. Former Assistant Attorney General 
Stanley N. Barnes has testified that in determining whether there has been a 
lessening of competition the Justice Department does not view that in the light 
of public interest (hearings before the Senate Banking and Currency Committee 
on §. 3911, 84th Cong. 2d sess. (1956) p. 82). This Department on the other 
hand considers it essential to consider the broad monetary, economic, and 
banking questions involved in bank mergers in order to arrive at a decision 
that will be in the public interest. The bank supervisory agencies are best 
qualified to consider these factors. The Department of Justice has testified 
that “We do not propose that we have enough judgment to evaluate these other 
matters that are peculiarly bank matters” (hearings on S. 3911, p. 79). 

H.R. 4152 is an alternative method of controlling bank mergers to the bank 
merger legislation recommended by the Treasury Department with the concur- 
rence of the other Federal banking agencies. As pointed out above, H.R. 4152 
would require disapproval of bank mergers solely on the basis of competitive 
factors and without regard to banking factors. Enactment of this legislation 
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would be anomalous in view of the fact that Congress has long recognized that 
completely free and unbridled competition between banks is undesirable. For 
example, it has placed limits upon entrance into the banking business, and 
upon the establishment of branches by national and member banks. All national 
banks must be chartered by the Comptroller of the Currency and all branches 
established by insured banks, including national banks, must be approved by 
one of the three Federal banking agencies. Expansion of bank holding com- 
panies through the acquisition of banks must be approved by the Board of 
Governors of the Federal Reserve System under the Bank Holding Company Act 
of 1956. In a statement made by Senator Robertson at the time he introduced 
S. 1062 it was pointed out that unrestricted competition has not been the rule 
in the banking industry for many years, and it is impossible to require unre- 
stricted competition in the field of banking, and impossible to subject banks to 
competitive rules applicable to ordinary industrial and commercial concerns 
not subject to regulation and not vested with the public interest. 

The President of the United States in his economic report of the last several 
years has recommended that Federal regulation be extended to all bank mergers. 
The legislation we have proposed would implement this portion of the program 
of the President. It is supported not only by the three Federal bank super- 
visory agencies, but also by the American Bankers Association, the Association 
of Reserve City Bankers, and the American Bar Association. At the meeting 
of the house of delegates of the American Bar Association on February 19, 1957, 
the following resolution was adopted : 

“Resolved, That the American Bar Association recommends to the Congress 
that, instead of legislation amending section 7 of the Clayton Act by extending 
the asset provisions to banks, banking associations, and trust companies, legis- 
lation be enacted amending the Federal Deposit Insurance Act by prohibiting 
the merger or consolidation of any insured bank with any other insured bank, 
or the acquisition of the assets of or assumption of the deposit liabilities of 
any other insured bank without the prior written consent of the Controller of 
the Currency, the Board of Governors of the Federal Reserve System, or the 
Federal Deposit Insurance Corporation, depending upon the status of the result- 
ing, acquiring or assuming bank as a national bank, a State member bank, or 
a nonmember insured bank; and providing that the appropriate agency shall 
take into consideration whether the effect of the merger, consolidation, acquisi- 
tion, or assumption may be to lessen competition unduly or to tend unduly to 
create a monopoly.” 


The CHatrMan. Our next witness is our former colleague from 
the House side, now the distinguished chairman of the FDIC, Mr. 
Jesse P. Wolcott. 

We will be pleased to hear from Mr. Wolcott at this time. 


STATEMENT OF JESSE P. WOLCOTT, CHAIRMAN; ERLE COCKE, DI- 
RECTOR; ROYAL L. COBURN, GENERAL COUNSEL; NEIL G. GREEN- 
SIDES, CHIEF, DIVISION OF EXAMINATION; WILLIAM MAT- 
THEWS, ASSISTANT TO DIRECTOR; AND E. H. CRAMER, CHIEF, 
DIVISION OF RESEARCH AND STATISTICS, FEDERAL DEPOSIT 
INSURANCE CORPORATION 


Mr. Wotcort. I think I should tell you how pleased I am to be 


‘back home again. There are certain nostalgic moments that are 


constantly coming up to call my attention to the issues which you 
have down here, ‘and it is very, very good to get back home again. 

I want to call attention to the fact that I have here tod: ay a mem- 
ber of the Board who works very closely with me and Mr. Gidney, 
and we rely upon him very much because of his world of experience in 
banking—Erle Cocke. 

And we are very, very pleased to have our staff members here: 
Mr. Greensides, the assistant to the Chairman and Chief of the Di- 
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vision of Examination; Mr. Royal L. Coburn, General Counsel; Dr. 
Cramer, Chief of the Division of Research and Statistics. 

They will be available to furnish any information which I cannot 
take on. 

I appreciate the honor and privilege extended me to express my 
personal views, and the views of the Corporation, on S. 1062, intro- 
duced by the chairman of the committee, you, Senator Robertson, 
for yourself and for Senator Fulbright and Senator Capehart. 

The consideration of this proposal | is most timely, if not urgent, 
for the reason that we have witnessed in recent years a substantial 
number of mergers of financial institutions. 

At the present time there is no established Federal policy by which 
many of these mergers can be screened or evaluated. Since it is most 
important to our economy that we maintain bank competition at 
proper levels, we deem it urgent that Congress establish standards 
by which mergers of insured ‘institutions may be evaluated and con- 
trolled in accord with the best interests of the public. 

The subject of bank mergers has for many years received the at- 
tention of this committee and other committees of the Senate and 
the House of Representatives. In view of the fact that in the two 
previous Congresses the subject proposal has received the favorable 
consideration of this committee, and it. has been approved by the 
Senate on each occasion by an ov erwhelming vote, there seems little 
need to belabor the necessity for enacting Federal legislation which 
will provide a standard or guide by which bank mer ger transactions 
may i screened and will vest the authority and responsibility for 
screening such transactions in appropriate Federal agencies. 

The real issue would seem to be twofold. First, what is a proper 
standard or guide by which such transactions should be screened ? 
And, secondly, what agencies or departments of Government should 
be vested with this responsibility ? 

It is to these two issues that I address my remarks. 

There are pending in Congress several counterproposals to the one 
here under consideration, and so that comparison may be made I 
would call attention to the proposal,-with which the members of this 
committee are familiar, that would subject bank merger transactions 
to the test and the terminology contained in the Clayton Act and 
would vest authority in the Department of Justice for screening such 
transactions. 

It is, of course, obvious that, we of the Corporation, are opposed 
to this and other similar proposals. We take the position that a bank 
merger transaction should be evaluated by a standard or guide that 
is precisely applicable to banking, which permits the necessary flexi- 
bility that is required to maintain a sound banking economy, and 
which effectually promotes the public interest. 

Before turning to the stated issues, I would point up that the sub- 
ject proposal contemplates an amendment to section 18 of the Federal 
Deposit Insurance Act by providing that the banking and competi- 
tive aspects of bank merger transactions must be reviewed and con- 
sidered by the Federal bank supervisory agencies. 

As has been said many times, banking i is probably the most care- 
fully and closely supervised and regulated industry in the United 
States. State and Federal supervisory authorities make detailed ex- 
aminations of every insured bank in the United States each year, in 
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which examinations there are an asset appraisal and an appraisal of 
management policies. The periodic reports of examination are sup- 
plemented by call reports of condition, earnings and dividend reports, 
certified statements of assessment liability for insurance of deposits, 
field visitations and investigations, and other data obtained by or sub- 
mitted to the appropriate supervisory authority, so that they are cur- 
rently familiar with the standing and operation of each insured bank 
and have detailed information concerning its present and past condi- 
tion and activities. 

The several agencies exchange information and data, and coordi- 
nate their supervisory policies. The knowledge gained from the day- 
to-day and year-to-year review of reports of examination and the 
consideration of the other data that is continually before them makes 
the supervisory authorities uniquely well qualified to pass on the 
merits or demerits of any mergers, consolidations, or asset acquisi- 
tions of banks under their respective supervision. 

No examination or review by the Department of Justice, or other 
agency or commission of Government outside the bank supervisory 
field, of the facts of a merger transaction can be an adequate substi- 
tute for the background knowledge and current information which 
presently repose in the supervisors. 

For this reason, I urge that you vest the ultimate decisions on bank 
matters in these agencies. This comment is in nowise a reflection on 
the ability, apacity, or integrity of the Department of Justice, or any 
of the other commissions, but rather an insistence that the bank super- 
visors possess experience and know-how that better qualify them to 
make a final decision in the banking field. 

May I suggest to you that it is this principle of placing the admin- 
istration of regulatory functions in the hands of those who have 
knowledge and experience that provides the fundamental basis for 
creating administrative agencies. The propriety of this policy is 
now too well established to warrant diversion and division at this 
time. The current proposal is in conformity with such policy. 

I now turn to the first issue, a consideration of the standards im- 
posed by this proposal for determining the propriety and validity of 
bank merger transactions. 

By the terms of the proposal, the screening agencies are directed, in 
passing upon the propriety of any merger transaction, first to give 
consideration to the factors that are enumerated in section 6 of the 
Federal Deposit Insurance Act, being the factors that are there re- 
quired to be considered in reviewing applications of new banks for 
Federal deposit insurance, and which I will refer to as “banking fac- 
tors”; and cena in addition thereto, the agencies are directed to take 
into consideration whether the effect of such transaction may be to 
lessen competition unduly or to tend unduly to create a monopoly. 

I think therein lies the chief difference between existing law and 
this proposal. I say that because of Senator Muskie’s question to Mr. 
Gidney. 

We point out that there is a fundamental difference between the 
language of this proposal and the provigions of the Clayton Act. The 
latter act provides for an absolute prohibition against transactions the 
effect of which “may be substantially to lessen competition or to tend 
to create a monopoly.” 
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It has been established that uncontrolled competition among banks 
is not in the public interest. Proponents of new banks are not free 
to start operations without the approval of State and Federal author- 
ities. All newly organized insured banks are subjected to the test of 
the six factors mentioned aforesaid, which factors include, among 
others, a determination as to whether or not the newly organized insti- 
tution meets the needs and convenience of the community which it 

roposes to serve. In this and in many other ways competition among 
Eetbsis restricted in the interest of a sound economy. 

Hence, it is most appropriate that the standard fixed for the con- 
sideration of bank merger transactions should not be so rigid as to 
make the factors of competition and monopoly exclusive or controlling 
under all conditions and circumstances. 

This proposal in effect makes the public welfare and the best in- 
terests of banking the heavily weighted criteria, and the factors of 
competition and monopoly would not necessarily be controlling. 

This does not mean that the factors of competition and monopoly 
are to be slighted or disregarded, but rather that they would assume 
their role of importance as balanced by the facts in the determination 
of the issues in each individual case. 

There occur situations where sound banking requires the acquisition 
of one bank by another that may lessen competition substantially. 
Thus, when there is a reasonable possibility that a bank may fail, 
when the prospects of a bank’s survival are dim because of incompe- 
tent management or inadequate capital or earnings or unsound assets, 
and when banks are engaging in unsound competitive practices, then, 
in these and in other like instances, the public interest is best served 
by providing protection to the depositors’ funds, with competition, if 
possible, but with less competition, if necessary. 

Again, when a number of small banks are not furnishing a growing 
community with adequate credit facilities, the community’s need for 
a bank with greater service capacities may outweigh some lessening of 
competition. 

Incidentally, there will occur situations in which the acquisition of 
one bank by another may increase competition. The removal of an 
uneconomic bank from the scene, and its replacement by the branch 
of a stronger bank, may mean, and has meant on many occasions, more 
effective competition and better banking services within the com- 
munity and within the banking area. 

Because of these and similar situations, it: becomes evident. that 
merger transactions should be appraised and evaluated not only by 
competitive and monopoly factors alone, but also by banking factors, 
including the needs and convenience of the community. 

It is only by full consideration of all these factors that a proper 
determination of public interest and public welfare can be made. 

We submit it is essential to the administration of the responsibili- 
ties given to the Corporation under the provisions of the Federal De- 
posit Insurance Act to protect the public as depositors in insured 
banks that the Corporation be free to act in transactions which are in 
public interest, notwithstanding the fact that such action may result 
in the elimination of a unit bank, and that there is a lessening of 
competition. 

In my opinion, the Corporation would be fettered in the discharge 
of its responsibilities to safeguard the interests of depositors in in- 
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sured banks if the Clayton Act terminology were applicable to all 
bank merger, consolidation, and assumption transactions. 

Again I emphasize the paramount issue should be the public interest 
and public welfare, with due consideration to competition and 
monopoly. 

May I at this point call specific attention to the fact that in ordi- 
nary commercial fields free and unlimited competition is deemed the 
most advantageous means of checking price levels and service charges. 
By this process the strong succeed, and the weak and inefficient fail. 
The price of business failures is not regarded as too high for the com- 
munity to pay for the advantages that come from unbridled competi- 
tion. However, this same situation does not apply in the case of 
banks. 

The banks of the country are the depository of the funds, both sav- 
ings and operating funds, of the Nation. When an ordinary business 
fails, it ee those closely associated with the business, but when a 
bank fails the whole community is affected. It is not only the bank 
and its employees, but the merchants, the manufacturers, the buying 
public, in fact the whole community, that are affected, since they do 
not have ready access to their deposits. 

In such instance, the frozen deposits represent the money supply 
and purchasing power of the community. 

It is primarily for this reason that the rules of the marketplace, 
and the Clayton Act interpretation of competition and monopoly, 
cannot be the sole standard to be applied in the field of banking. 

In view of the questions which have already been brought up, I 
think I should call attention to the fact that the last paragraph of 
section 7 of the Clayton Act presently provides.as follows: 

Nothing contained in this section shall apply to transactions duly consummated 
pursuant to authority given by the Civil Aeronautics Board, Federal Communi- 
cations Commission, Federal Power Commission, Interstate Commerce Com- 
mission, the Securities and Exchange Commission in the exercise of its juris- 
diction under section 79 of this title, the U.S. Maritime Commission, or the 
Secretary of Agriculture, et cetera. 

They are exempt under the Clayton Act. 

Authority for each of the named administrative agencies or depart- 
ments is embodied in the code of law under which they are given speci- 
fic authority to function. Consistent with this congressional policy, 
which excludes from the provisions of section 7 businesses and indus- 
tries which are subjected to close scrutiny of an administrative agency 
established under Federal law, we respectfully submit that banks and 
banking should be afforded the same treatment. 

As heretofore stated, there is no business or industry in this country 
that is more closely regulated and supervised than is banking. 

The current proposal vests the final authority to make administra- 
tive decisions in the supervisory agencies under the provisions of the 
Banking Code, and if this authority be established, there is no need or 
reason for the extension of the provisions of the Clayton Act in a man- 
ner differing from that used regarding industries and businesses that 
are specifically exempted therefrom. The reasons and justification for 
the exclusion of the enumerated transactions apply with equal force 
to banking and to banking transactions. 

Coming now to the second issue presented by this proposal, which 
pertains to the agencies charged with the administration of the new 
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responsibilities which it imposes, I would direct your attention to the 
fact that the administration of the authorities granted in this legis- 
lative proposal is vested in the three Federal bank supervisory agen- 
cies, the Board of Governors of the Federal Reserve System, the Comp- 
troller of the Currency, and the Federal Deposit Insurance C orpora- 
tion. 

The division of authority is made in accordance with time-honored 
practices that are presently operating harmoniously and without sub- 
stantial divergence of policy. 

The screening jurisdiction is vested in the agency which is presently 
charged with the responsibility of the examination of the continuing 
institution in the merger transaction. 

As heretofore has been noted, these agencies, in respect to the banks 
which they regularly examine, are familiar not only with the manage- 
ment personnel of the institutions and the nature, scope, and charac- 

ter of their operations, but also with the territory which they serve. 
Each of the agencies has frequent occasion to examine the needs and 
convenience of the various communities in connection with applica- 
tions for new banks and for branches. The information thus obtained 
and the techniques used are particularly applicable to the consideration 
and the determination of the factors that form the basis on which 
merger transactions would be screened. 

I suggest that it would be impractical and unwise not to make use 
of the experience and special knowledge that reside in these agencies 
in the administration of the authorities pertaining to bank mergers, 
particularly in the light of the fact that such mergers may have so 
material an effect upon the economy of the Nation. 

I take the attitude that no other gr and I think that 
perhaps in that matter I may include the lawyers from the Justice 
Department and possibly the judges of the courts—no men in those 
fields outside of the fields that I mentioned are as well qualified to make 
these decisions. 

Again, it is the principle upon which administrative law has been 
founded that issues of fact should be decided, and determinations of 
policy and applications of statutory authority should be made, by 
those who are skilled‘and learned in the industry affected by the deci- 
sions. 

Thus, in the interests of a sound economy, and in the interests of 
the public, I commend to you the three Federal bank supervisory 
agencies as constituting the most effective and efficient agencies for 
administering the authorities and responsibilities of this legislation. 

Before concluding, there is one additional matter concerning this 
proposal which is deservi ing of special attention. There are those who 
have suggested that this proposal might provide an encroachment on 
the primary rights and authorities of the State banking authorities 
over the State-chartered institutions. There is no provision in this 
legislation that would breathe life into, or give validity to, a merger 
agreement affecting a State-chartered bank which was in violation 
of the laws of the State that chartered such institution. 

Further, the Federal supervisory authorities, acting under ~_ yur- 
suant to this act, cannot and will not approve any bank merger affect- 
ing a State-chartered institution in any instance where ‘the ‘State 
banking authority has denied approval thereto pursuant to the laws 
of his State. 
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In accord with the time-honored practice that now exists in ref- 
erence to coexisting authorities under State and Federal laws in 
reference to the chartering of new banks and the approval thereof 
for Federal deposit insurance, the Federal supervisory authorities, 
acting under and pursuant to this act, will not take action on approv- 
ing or denying the transaction unless and until the applicant State 
institution has fully complied with the State law, if any, on the sub- 
ject, and has obtained the approval of the State banking authority, if 
such approval be required under State law. 

It is true that all merger transactions, including National and State 
banks, will be subject ted to the standards of this act, and adminis- 
tered by the Federal agencies, but the application of the Federal law 

-annot and will not be made to State institutions until there has been 
a full compliance with all statutory requirements of State law, in- 
cluding the prior approval of the State chartering authority. 

In conclusion, I would again recommend to you the enactment of 
S. 1062, which you have under consideration. ° It provides for full 
and adequate protection to the public for the screening of bank merger, 
consolidation, and acquisition transactions. The proposal is couched 
in language to assure safeguards for banking and the public alike, 
while at the same time it does not place the Sadabeiiaatae agencies 
in a straitjacket by positive prohibitions against transactions that may 
be in the public interest. 

Finally, it vests the responsibility for the administration of the 
authorities granted by the legislation in the agencies which by experi- 
ence and knowledge are best qualified to make the determinations 
contemplated by the legislation. 

In my opinion, the proposal provides the most effective and efficient 
means of accomplishing the end results of serving the interests of 
banking and the public alike. 

This act would further the continuing and effective program of 
the dual banking system—a bulwark in our American financial 
economy. 

I trust that this committee will recommend to Congress the enaet- 
ment of S. 1062. 

There is one further observation pertinent to this bill that I would 
like to leave with the committee. You have under consideration a 
proposal which would give to the three Federal bank supervisory 
agencies additional duties and greater responsibilities. For the more 
than a year and a half that I have been associated with the Corpora- 
tion, I have been intimately acquainted with not only the members 
of the staff of the Corporation but also their counterparts in the 
Office of the Comptroller of the Currency and the Board of Governors 
of the Federal Reserve System. I think you will want to know that 
in my long experience in Government service I have never found a 
group more dedicated to public duty, nor better qualified to render 
public service. Many of these individuals have devoted a lifetime 
to public service, and they have an intimate, detailed aaecladien of 
banking and financial transactions that. cannot elsewhere be found. 

Therefore, I can give you full assurance that the additional duties 
and responsibilities ‘ths at are contemplated by this proposal to be im- 
posed on the agencies in which they serve will be discharged intelli- 
gently, fearlessly, and impartially. 
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I call attention to the fact that seated at my side is my esteemed 
friend and distinguished associate, Erle Cocke, Director of the Cor- 
poration, and that the statements which I have made are in accord 
with his views on the subject. 

We appreciate the opportunity of presenting this statement to the 
committee. 

The CuatrMan. We thank you, Mr. Chairman. 

I am glad you brought out the fact as far as State banks are con- 
cerned that if the State banking supervisor turns it down it does 
not get to the Federal agency. 

Mr. Woxcorr. That is right. 

The Cratrman. It has to go through them before the Federal 
agency can even consider it. 

Mr. Wotcorr. That is right. 

The CHatrman. I am glad you emphasized the fact that banking 
was different from the ordinary corporation and said that even if the 
matter were to be reviewed by the Department of Justice they would 
not have the background and necessary information that the banking 
agencies have which is essential for the proper adjudication of these 
merger applications. 

I am more or less familiar with the testimony that we have had on 
two previous occasions on a similar bill. Both times this committee 
and the Senate passed the bill. As I recall, you are the first witness 
that called our attention to the exceptions in the Clayton Act of cer- 
tain agencies that pass on regulated activities. 

Senator Frrar. That is right. 

The CuHarrman. If an airline wants to merge or secure a route from 
one place to another, it does not go to the Department of Justice. 
The Civil Aeronautics Administration handles it. If it is a television 
or radio, it goes to the Federal Communications Commission. It is 
a regulated operation. They give it to the agency that is supposed 
to be expert in that field and let them handle it. 

Of course, in this bill, as always in all other matters of that kind, 
there is an appeal for.an aggrieved party into a court of justice if 
they do not like what the agency has done. 

So I think you have given us a very valuable statement. 

I mentioned to Mr. Gidney, as you may recall, the fact that banks 
are now under more competition in savings and in the making of 
loans than heretofore. Do you happen to have any statistics on that 
subject of how much competition they are up against from insurance 
companies, savings and loans, and other agencies? 

Mr. Wo corr. I doubt very much whether we have any of that ma- 
terial with us today. 

The Cuarman. You do not have that? 

Mr. Wo xcorrt. No, not today. We will submit what we have in a 
letter within a day or two, if that will be agreeable to you. 

(The following was received with reference to the above:) 


FEDERAL DEPOSIT INSURANCE CORPORATION, 


Washington, March 20, 1959. 
Hon. A. WiLtIs RoBERTSON, 


Chairman, Banking and Currency Committee, 
U.S. Senate, Washington, D.C. 


Dear SENATOR Ropertson: At the hearings on S. 1062 before your committee 
on Wednesday, March 18, 1959, the question was raised concerning competition 
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in banking, with reference both to the decline in number of banks since 1921 and 
to the growth of competition from nonbank financial institutions. I am happy to 
give my further views on this question for such use as you may deem proper. 

The decline in number of banks from an all-time high of approximately 31,000 
in 1921 to the current level slightly in excess of 14,000 banks has long been the 
subject of comment. As you are aware, the characteristics of this decline, as 
well as its causes and meanings, have many facets, all of which require detailed 
and thoughtful analysis. My staff is presently involved in making such a study, 
which I hope will be of interest to you and to other members of the committee 
when it is completed. In the meantime, it seems to me that several observations 
are worthy of consideration with respect to these questions. 

When the decline in the number of banks between 1921 and 1958 is viewed by | 
years it becomes immediately apparent that the largest part of that decline 
occurred during the 12 years ending with 1933. In that earlier period the num- 
ber of banks dropped by approximately 52 percent; since 19383 we have had 
a comparatively minor downward adjustment in the total number of banks, 
amounting to 9 percent, or less than four-tenths of 1 percent per year. Bank 
suspensions, which averaged 600 per year during the prosperous years of the 
1920’s and reached catastrophic proportions during the depression, were responsi- 
ble for the loss of approximately 14,000 banks by the end of 1933. With the 
reestablishment of banking stability after 1933 the number of bank suspensions 
rapidly declined and has become almost negligible within recent years; corre- 
spondingly, the rapid decline in number of banks also came to an end. Thus 
the decline in number of banks which appears so startling when 1958 is com- 
pared with 1921 is revealed as primarily attributable to bank failures reflecting 
the agricultural difficulties of the 1920’s and the great depression of the early 
1930's. 

The only other major cause of banks ceasing operations during the years since 
1921 has been absorptions, consolidations, and mergers, which were responsible 
for the loss of more than 8,000 banks to the banking system during this period. 
But here again the number of absorptions seems to have been intimately related 
to the unstable banking conditions of the 1920’s and the depression of the 1930's. 
Our data show that at least 5,300 of the total number of bank absorptions since 
1921 took place prior to 1934. During the 6 years of the 1920’s for which we 
have data, the number of bank absorptions, consolidations, and mergers averaged 
almost 500 per year, while during the 4 subsequent depression years the annual 
average approached 600 per year. On the other hand, with the stabilized banking 
conditions which have prevailed since 1933, the number of absorptions has been 
comparatively small, averaging about 120 per year. In no year since 1933 has 
the number of absorptions, consolidations, and mergers exceeded the number of 
such transactions during a typical year of the 1920's, let alone the number occur- 
ring during the depression years of 1930-33. 

There seems little question that with the decline in number of banks there 
has resulted some increase in banking concentration. Because of this, and in 
view of the somewhat larger numbers of bank absorptions within recent years, 
we are supporting most vigorously legislation such as S. 1062, which will provide 
bank supervisory agencies with authority to pass on all absorptions, consolida- 
tions, and mergers coming within their respective jurisdictions, and to consider, 
among other factors, the effect on competition of a proposed absorption, consolida- 
tion, or merger. Nevertheless, we believe that it is possible to overstate the 
extent to which competition has declined in banking, particularly so when only 
a simple comparison of number of banks in 1921 is made with number of banks 
in 1958. I hope that my comments above may help to put the decline in number 
of banks in proper perspective. 

With respect to competition from nonbank financial institutions, it is, of course, 
a fact that such institutions are today competing vigorously with banks, particu- 
larly for savers’ funds and in the acquisition of certain types of assets. At your 
request, I am enclosing a table showing changes in the number and assets of 
several such kinds of institutions for selected years since 1935. 

We are also enclosing tables showing the number of banks and branches and 
an analysis of the changes therein during the period 1934-58. 

I trust these comments will be of interest. 

Sincerely yours, 


JESSE P, Wotcort, Chairman. 
Enclosure. 
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Number and assets of credit unions, life insurance companies, and savings und 
loan associations, selected years, 1935-57 


[Amounts in millions of dollars] 





Credit unions ! | Life insurance companies 2 | . Savings and loan associa- 
| | tions 3 
Year end ‘ i z 
| ! 
Number Assets | Number Assets Num ber ¢ Assets 
1957 18, 070 $3, 999 | 811 $101, 512 6, 200 $48, 20( 
1956 17, 113 3, 271 748 96, 305 6, 136 | 42, 875 
1955 ‘ 16, 064 2, 743 623 90, 636 6, O71 37,719 
1950 : . 10, 569 | 1,005 | 440 64, 020 | 5, 992 | 16, 893 
1945 ¥ , 8, 615 435 348 | 44, 797 6, 149 8, 747 
1940 8,914 253 308 30, 802 7, 521 5, 733 
1935 2, 600 50 340 23, 217 10, 266 §, 875 


1 Source: “Statistical Abstract of the United States,’’ 1958, p. 462; 1950, p. 417; for 1957, from Bureau of 
Federal Credit Unions 

2 Source: ‘‘Statistical Abstract of the United States,’’ 1958, p. 476. Data for 1957 furnished by Bureau of 
the Census, U.S. Department of Commerce. 

Source: For 1935, ‘‘Statistical Abstract of the United States, 1950,’’ p. 407; for 1940-56, “‘Statistical Ab- 

stract of the United States,”’ 1958, p. 460; for 1957, ‘“‘Savings and Loan Fact Book,” 1958, p. 44 

4 Complete data on number of branches of all savings and loan associations at dates shown above are not 
available. For 1957 a Federal Savings and Loan Insurance Corporation tabulation shows 915 branch office 
of associations members of the Federal Home Loan Bank System. 





Number of banks, and analysis of changes in number of banks, United States 


(continental United States and other areas), 1934-58 


Ceased operations 





Other 
1dditions 
Number | Percent- Began | Sus- to (+) or 
Year at end of wee Net opera- pended deletions 
year change change tions? | Ab- or ab Other from 
sorbed sorbed liquida- count, 
with tions net 
FDIC 
uid # 
1958 14, O60 0.5 70 96 152 } 5 
1957 14, 130 5 -78 87 161 2 + 
1956 14, 208 5 —76 119 189 2 7 + 
1954 14, 284 Y¥ —125 116 231 5 5 
1954 14, 409 1.0 —143 72 207 3 6 - 
1953 14, 552 + |} —65 65 115 2 10 
1952 14, 61 3} —44 69 vy 3 13 T2 
1951 14, 66) —-.2 —32 | 63 78 5 13 + 
1950 14, 6 3 —43 oY SY § ) 
1949 14 1 -17 72 76 S 12 + 
1948 4, 1 —14 78 77 2 13 
1947 14 l 8 113 $2 4 il s 
1946 14 2 3 148 93 2 iY 
1945 14 ! 15 119 77 27 
1944 14, —.3 —4] 70 74 2 35 
1943 14, —.7 | —102 48 2 5 63 
1942 14, 853 —1.0 -147 23 8U 22 Os 
1941 15, 000 3 50 45 57 13 4s +-12 
194 14, 950 —-.9 —135 42 76 42 52 —7 
1939 15, ORS —L1] —172 34 Ys 63 is +3 
1938 5, 25 1.2 —187 37 85 738 61 
1937 —1.7 —270 58 175 78 81 +6 
1936 1.4 — 226 59 160 65 67 +7 
1935 1 15 184 171 34 93 +129 
1934 





As shown in annual reports for the indicated years, with the following exceptions: 194i as revised and 
shown in the annual report for 1942, p. 68; 1935 as revised and shown in the annual report for 1936, p. 100; 
1934 as revised and shown in the annual report for 1935, p. 35 and p. 48. 

2 Mostly new banks, but includes a few previously operating financial institutions which became bank 
deposit. 

3 Net decrease as a consequence of absorptions, consolidations, and mergers (excluding cases involving 
financial aid by the FDIC). 

4 Includes insured and noninsured banks suspended and neither succeeded nor reopened, plus the net 
decrease in number of insured banks attributable to absorptions facilitated by FDIC aid. 


5 Includes revisions in classification and changes discovered in years subsequent to their occurrence 








Source: Annual reports of the Federal Deposit Insurance Corporation, 1935-57, and unpublished data for 
1958. 
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Vumber of branches, and analysis of changes in the number of branches, United 
States (continental United States and other areas), 1934-58 


Opened for business Other ad- 
| ee ee ie ae ditions 
Number | Percent- | Net in- Discon- | to (+) or 
Year at end of | age crease | Succeeded Other tinued, | deletions 
year ! change | absorbed new | total’ | from (—) 
| banks branches? |} count, 
| | | } net4 
S 9, 493 &.2 716 | 135 | 615 36 +-2 
7 8,777 8.3 | 671 | 145 | 555 | 33 +4 
| 8, 106 | 9.7 | 715 | 168 | 582 | 39 | +4 
7,391 | 9.5 640 206 483 | 50 | +1 
{ 6, 751 8.4 524 181 378 | 37 | +2 
6, 227 6.8 394 | 97 323 | 29 | +3 
152 5, 833 6.2 | 339 | 84 | 278 21 | —2 
4] 5, 494 6.5 336 59 298 | 24 +3 
150 5, 158 6.0 | 204 73 | 231 22 +12 
149 4, 864 5. 4 251 | 61 | 195 | 8 43 
i448 4, 613 4.7 205 | 59 162 20 | +4 
1947 4, 408 4.5 188 | 55 | 165 | 31 | —1 
44 4, 220 12 52 | 55 | 171 | 174 | 
M45 4, 168 ae 27 | 40 133 146 | 
444 4,141 3.5 141 36 138 33 
143 4, 000 4.9 187 | 23 212 48 | 
342 3, 81: 1.2 44 | 28 68 | 52 | 
41 3, 769 1.1 41 | 19 | 59 39 | +2 
M40) 3, 728 9 35 | 41 51 | 57 
139 3, 693 ‘3 45 | 43 52 | 50 
IOS 3, 648 1.2 42 | 43 51 2 
137 3, 606 3.4 117 90 94 69 +2 
Q3t 3, 489 3. 5 117 | 73 | 100 | 56 paca 
ASE 3, 372 7 | 181 | 87 | 138 | 86 +42 
3, 191 


Data as published in indicated annual reports, with the following exceptions: 1941 as revised and shown 
the annual report for 1942, p. 69; 1935 as revised and shown in the annual report for 1936, p. 100; 1934 as 
ed and shown in the annual report for 1935, p. 35 and p. 146. 
? Includes a small number of branches replacing banks relocated or placed in liquidation or receivership 
nd facilities established in or near military or other Federal Government installations 
Includes facilities discontinued at military or other Federal Government installations. 
‘ Includes revisions in classification and changes discovered in years subsequent to their occurrence, 


Source: 
f 1948 


Annual reports of the Federal Deposit Insurance Corporation, 1935-57, and unpublished data 


The CHairMAN. Are there any questions? 

Senator Bennetr. No questions. 

Senator Frear. Mr. Chairman, I want to say that I concur in the 
remarks made by the chairman regarding the last paragraph of sec- 
tion 7 of the Clayton Act. Just a minute ago I had written a little 
memorandum to see if I could not secure the histor y on that paragraph, 
because I am sure it is very interesting and I only know it partially, 

And then too I have been interested in States rights, as mentioned 
by you on page 11 of your statement and that the chairman brought 
out. But in addition to having the rights of States observed, I also 
want them to assume the responsibilities. When there is a State 
officer who declares whether a merger shall take place or not, and if 
he states that a merger should not take place, I want to be certain 
that you people will not over ride him. 

I really think that that is a great asset in the operation of your 
commission as well as what will take place under the proposed legis- 
lation. 

Mr. Wo xcorr. I assume that is why we wrote into the Federal De- 
posit Insurance Act originally there should be no discrimination be- 
tween the State banks and the national banks, to preserve the dual 


banking system. And we have all been very, very jealous of that 
situation. 
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Senator Frear. Right. Of course, I know something of your rec- 
ord in the past too, Mr. Chairman. 

The Cuarrman. Thank you very much. You have been a very 
helpful witness. 

Senator Muskie. May I ask one or two questions ? 

The CHarrMan. Yes. 

Senator Muskie. Again this is just to clarify my own understanding 
of the tests. 

Is it your view that larger size is more likely to be desirable in the 
banking field than in the commercial or industrial field ? 

Mr. Worcorr. No, or at least, not necessarily. It might result that 
better service to the community can be given by a larger bank. Es- 
sentially through these mergers, the consequence is the resulting bank 
is a larger bank than existed before. 

Senator Muskie. What you are saying is that less emphasis should 
be given to size in the banking field than in other fields? 

Mr. Wotcort. Not exactly. I donot think any of us can agree upon 
a definition of a large bank as opposed to a small bank. 

Senator Musxre. I think you have stated that case very well, and 
Iam simply trying to pinpoint } your meaning. 

Would this be a fair statement, then, that in your judgment com- 
petition could be reduced more substantially i in the banking field than 
in other fields consistent with the public interest ? 

Mr. Wo corr. I believe it is possible and probably probable it could 
be done in certain instances. 

Senator Muskie. Would you prefer not to see either of these bills 
enacted into law ? 

Mr. Wo xcorr. Well, I surely would not be in favor of the bill, 
1004, you mentioned being enacted into law. 

I have taken the attitude that this bill, S. 1062, should definitely 
be enacted because it meets all of the purposes by safeguarding the 
factors which we set up which must be considered before we insure 
a bank and it adds this other feature which I think probably is quite 
desirable in addition to the factors which are already set up in law— 
that the appropriate agencies shall also take into consideration as to 
whether the effect thereof may be to lessen competition unduly or to 
tend unduly to create a monopoly. Those are in addition to the 
factors contained in the existing law. That can be worked out very 
nicely and I think would accomplish a very worthwhile and advisable 
purpose. 

Senator Muskie. Do you feel that the view of the Attorney General 
on mergers in the banking field would tend to be colored too much by 
his experience with the antitrust laws applicable to other fields of 
enterprise / 

Mr. Wotcorr. I would think so. We are dealing here in banking 
which is entirely within an isolated field. It is peculiar to banking, 
peculiar to a field that so many of the agencies of the Government and 
so many of the experts in other fields for that matter do not deal in 
every day, and they are not proficient in it. 

Senator Bennerr. Mr. Chairman, may I refer my friend from 
Maine to the text on page 7 of the statement of Mr. Gidney in which 
he quoted from the record made by Mr. Barnes when he was before 
the committee, in which Mr. Barnes says, in effect, that he has no 
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choice. He is limited entirely to the question, “Does it substantially 
lessen competition ?” 

He may not under the Clayton Act take any other things into con- 
sideration. 

Senator Muskie. Under existing laws? 

Senator Bennett. Yes. So that if he were brought into the bank- 
ing picture, if he were given the sole authority with respect to merg- 
ers, he would not be able to take into consideration anything except 
the one factor: Does it substantially lessen competition ? 

Senator Musxir. I was thinking of the suggestion of the Senator 
from Alabama, Senator Sparkman, that the Attorney General’s par- 
ticipation under S. 1062 should be mandatory. 

Senator Bennett. That would be the only basis on which he could 
participate, I would think. Under his present responsibility he may 
not look at anything except the question of substantially lessening 
competition. 

If he were brought into this picture under S. 1062 on a mandatory 
basis, all he could say to these people is, “I think it substantially 
lessens competition ; therefore, I must object to it.” 

Senator Muskie. Even though the test under S. 1062 were different 
than that ? 

Senator Bennett. That is right. That is what I would be afraid 
might eventuate if he were brought in. 

Mr. Copurn. Might I suggest, Senator Muskie, that we had a situa- 
tion in your State about 3 years ago or 4 years ago where we had 
a bank in a bad asset condition, largely due to the general economic 
condition then prevailing in that community. We accomplished, in 
effect, a merger transaction whereby another institution took over 
the deposit liability. It was almost an overnight operation. 

If we had had to wait for an opinion from the Attorney General, 
for him to become familiar with the facts, it could not, in our opinion, 
have been consummated. 

And these situations occur on not infrequent occasions where the 
Corporation takes some action in lending financial assistance to a 
bank that is in financial difficulty. 

In discussing this at the time that this legislative proposal was writ- 
ten, the Department has always said that under the International 
Shoe case which is one of the landmarks of the Clayton Act interpre- 
tation, when a firm or a corporation is in an inselvent condition the 
Clayton Act does not apply. And that was the conclusion in the 
Shoe case. But the representatives of the Attorney General’s Office 
conceded that the bank in question had not gone down the road 
toward insolvency quite far enough to come within the application of 
the International Shoe case. 

So I suggest to you that there are many times when transactions 
must be handled with expedition that would not justify waiting for an 
opinion of the Attorney General. 

Senator Musxkte. You think that three agencies could get together 
much more expeditiously than four? 

Mr. Copurn. Yes, because the other agencies are familiar with the 
considerations. They understand the problems that are presented. 
Yes, I have no doubt. 
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Senator Bennett. Is it not a case that the three agencies will get 
together only in laying out the basic ground rules? Once they have 
been laid out under this law, if this « agency falls within the jurisdic- 
tion of the FDIC, that agency will move to handle the merger? 

Mr. Wotcorr. That is right, sir, but each of the other two. agencies 
will independently express its views on the competitor factor. 

Mr. Cosurn. That is right. 

Senator Benyerr. It will not require joint action of the three 
agencies to handle the merger. But the three agencies will meet to 
agree on the basic ground rules which will be applied ? 

Mr. Worcorr. I might say we are doing that constantly agreeing 
on ground rules—and on actions in individual cases. 

Senator Musxir. How thoroughly would you guess the other two 
agencies would participate in a decision under this S. 1062 which 
was the primary responsibility of one of the three? Would the 
other two tend to rubberstamp the decision of the given agency ? 

Mr. Wotcorr. They never have yet. They work very, very closely 
together. And, as a matter of fact, we have interagency meetings, and 
we are in constant touch with the Federal Reserve, and the Comp- 
troller sits on our Board. We are very closely associated with both 
the Federal and the Comptroller’s office. 

They likewise seek our advice and consent and counsel on many of 
their problems. We work together as three brothers. We are very 
close. 

Senator Musxir. Three brothers do not necessarily work together 
well. 

Mr. Woxcorr. We may disagree, but we finally get the facts 
anyway. 

Senator Muskir. Thank you. 

Senator Frear. I am sure the Senator from Maine is also ac- 
quainted with the fact that the Comptroller is also a Director of 
FDIC. 

Senator Muskie. Yes. 

The CHatrman. If there are no further questions, we thank you, 
Mr. Wolcott. 

Mr. Wotcorr. We are very grateful to you. 

(The following was rec eived subsequent to the close of the hear- 
ings :) 





FEDERAL DEPOSIT INSURANCE CORPORATION, 
OFFICE OF THE GENERAL COUNSEL, 
Washington, D.C., March 20, 1959. 
Mr. MATTHEW HALE, 
Chicf Counsel, Banking and Currency Committee, 
U.S. Senate, Washington, D.C. 


DEAR Mr. HAte: In our discussions concerning the issues and testimony sub- 
mitted in reference to S. 1062, you have suggested that it would be helpful to 
the committee to get a more positive statement of the views of the Corporation 
as to the discretionary authority to submit the issue in reference to monopoly 
and competition to the Attorney General; in other words, whether in line 20 of 
page 2 of the bill the word “may” should be “shall.” 

May I tell you at the outset that the Corporation deems that the word “may” 
is a vital part of the entire bill, and it would be unalterably opposed to any 
qualification thereof, and certainly to the use of the word “shall.” 

First, may I call your attention to the fact that when this legislative proposal 
was drafted by the three Federal bank supervisory agencies, there were numerous 
conferences with Judge Barnes and Mr. Bicks of the Department of Justice in an 
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effort to arrive at an understanding that could be incorporated in a single legis- 
lative proposal. During these discussions, there was consideration given to a 
permissible or voluntary submission of the propriety of all merger transactions 
to the Department of Justice, and also a consideration of the issues that would 
thus be presented to them. This would include the use of “shall’—with escape 
clause for “emergency” cases and cases involving less than a stated dollar 
umount of assets. We believe that all avenues of compromise were explored, 
and it was the unanimous opinion of the representatives of the bank supervisory 
agencies that this proposal, as worded, represented the best proposal that could 
be submitted to Congress for enactment. 

Let’s consider the specific provisions of S. 1062 on this matter. The bill con- 
templates that the “appropriate agency” shall make the decision in reference to 


* the banking factors, without the aid or assistance of the other agencies. How- 


ever, in reference to the factors of monopoly and competition, the “appropriate 
agency” shall obtain the views of the other two agencies on this factor alone, 
and likewise may ask the views of the Department of Justice on this factor alone. 

I think the committee has sufficient evidence, and even citations of particular 
eases, to show that it is in the public interest in many instances that a merger 
transaction be approved, notwithstanding that it may have some adverse effect 
on competition. To cite a new example, our Board had before it, not too long 
ago, a merger transaction involving two banks, which merger we believed would 
lessen competition if effected. However, one of the units in the merger was weak 
capitalwise, and the management and stockholders of the bank stated that they 
could not supply the capital that was urgently needed in the bank. Further, the 
bank had outgrown its management. The officers of the bank were not capable 
of effectively operating a bank of the size to which this institution had grown. 
While we did not have, at the time that this merger transaction was before us, 
the standards that are presented by this bill, and had to rely solely on the six 
banking factors, which included needs and convenience of the community, we 
concluded in this case that the other banking factors outweighed the evil of 
lessening of competition, and, therefore, the Corporation approved the merger. 

Now, in a case such as this, where the appropriate agency recognizes the lessen- 
ing of competition, we do not deem that it would be necessary to refer that 
matter to the Department of Justice. The agency recognized the existence of 
the factor, and there would be no need for further affirmation from the Justice 
Department. It is not contemplated by the legislation that the Department of 
Justice would endeavor to evaluate the banking factors against the competitive 
factors, but that the Department of Justice would be limited to determining 
whether or not, in its opinion, there was an undue lessening of competition. 

However, there are cases—and I recall one that recently was presented which 
involved the merger of two banks of substantial size—where the issue of com- 
petition could well have been a decisive factor. The banking factors involved 
were negligible, and by that I mean that there was no banking need to justify 
the merger such as capital, management, or other similar considerations. How- 
ever, there was presented a real issue as to whether or not there would be a 
lessening of competition, and we believe that this is the kind of a case that should 
and would be submitted to the Department of Justice, if the case had come up 
after the enactment of this proposal, 

At the hearing we pointed out a recent case in Maine (and the same thing is 
true in a recent case in Ohio), where the Corporation rendered financial assist- 
ance to enable an assumption transaction to be effected. In order that there 
would be no stoppage of banking services in the community, the Corporation had 
to act promptly. This action enabled a competing bank to assume the deposits 
of another institution. There was no time to submit the competitive factors to 
the Department of Justice. Time was of the essence, if the Corporation was to 
discharge its corporate responsibility, as well as attend to the banking and 
financial needs of the community. Similar conditions prevail in all emergency 
cases. 

There are other merger cases that are presented where there is no competitive 
factor at all involved. Because of size, location, character of business, asset 
condition, capital, management (one or all), the merging units are not in actual 
competition, and there would be no need to engage the services of an additional 
screening agency to determine this fact. 

What we are trying to outline here is that there are only a relatively few 
merger transactions in which the competitive or monopolistic factor would be ¢ 
decisive consideration in the agency action. It is impossible to spell out in 
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legislative language the proper cases to submit to the Department of Justice for 
advice. We believe that the Congress can well depend on the supervisory agen- 
cies to submit to the Department of Justice all cases where the coinpetitive factor 
“an be or should be a decisive factor. It is pertinent to point out that in all cases 
the competitive factor must be screened by three of the agencies, and in the 
unusual case it is permissible to engage the services of the fourth. We believe 
that this plan provides full and complete safeguards to protect banking from the 
evils of monopoly. 

It is for these reasons, among others, that the Corporation deems that this 
present language should be adopted, and that no change in this particular should 
be made in the present wording of the bill. 

Sincerely yours, 
Roya L. Copurn, General Counsel. 


FEDERAL DEPOSIT INSURANCE CORPORATION, 
OFFICE OF THE CHAIRMAN, 


Washington, D.C., March 25, 1959. 
Hon. A. WILLIS ROBERTSON, 


Chairman, Comittee on Banking and Currency, 
U.S. Senate, Washington, D.C. 

My Dear SENATOR: I wish to acknowledge receipt of your letter of March 21, 
in which you request our views in reference to the suggestion that the present 
wording of S. 1062 be amended to require the banking agencies to obtain the 
opinion of the Attorney General in every case. 

It is our view that the bill, as presently proposed, should be enacted without 
any change. We do not believe that a requirement that the approval of all 
merger transactions be referred to the Attorney General for the views of his 
Department would be in public interest. On the other hand, we believe that in 
all cases where the views of the Attorney General could and would be helpful to 
the appropriate agency making the decision, reference of the transaction will 
be made to the Department of Justice for their views regarding competition and 
monopoly. 


May I call your attention to the fact that our General Counsel has written to 
Mr. Hale, as chief counsel of your committee, under date of March 20, outlining 


in more detail the pertinent considerations which led to the conclusions that are 
here expressed. 


With kind personal regards, 
Sincerely yours, 
JESSE P. WoLcort, Chairman. 
The CHatrmMan. The next and last witness is Gov. James L. Rob- 
ertson of the Federal Reserve Board. 
Governor, we are pleased to hear from you. 


STATEMENT OF JAMES L. ROBERTSON, MEMBER, BOARD OF 
GOVERNORS, FEDERAL RESERVE SYSTEM 


Mr. Rosertson. Thank you, Mr. Chairman. 

I am very glad to have the opportunity to appear here in behalf 
of the Board with respect to S. 1062. 

This statement which we have prepared I think is fairly self- 
explanatory. In view of the lateness of the time, you may wish for 
me to refrain from reading that and merely give you a summary of 
what I think those views are. 

I will proceed in any way you wish. 

The Cuamman. Governor, you are a quick thinker and fast talker, 
and I believe the summary would be very acceptable with the under- 
standing that your entire statement will appear in the record at the 
close of your presentation. 
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Mr. Rosertson. Then I will subject myself to any questions that 
you would like to ask. dee 
" First, let me say that we believe there is a real need for legislation 
to curb bank mergers which lessen competition to a degree incom- 
patible with the public interest. Hence, we are in complete accord 
with the objective of all nine bills pending before Congress on this 
subject. ; 

Second, we believe that every proposed merger of insured banks 
should be scrutinized by the appropriate Federal supervisory agency 
before it is consummated and should be prohibited until approval 
of that agency is received. 

Third, we believe that every such Federal supervisory agency 
should be explicitly required to consider the competitive effects of such 
a merger along with all the other aspects thereof. 

We think approval should not be given unless the adverse effects 
of a lessening of competition are outweighed by the favorable factors. 

And, fourth, we believe that in order to achieve as much uniformity 
as possible in weighing the competitive factor, without disrupting the 
existing jurisdictional pattern, the agency having jurisdiction should 
be required to seek the views of the other two agencies with respect 
to this factor and be authorized to request the opinion of the Attorney 
General with respect to that question. 

As we see it, S. 1062 does exactly this, and, hence, we favor its en- 
actment. In fact, we favor it over other approaches such as those 
which would amend the Clayton Act, because, first, it provides for 
advance approval rather than an enforcement proceeding designed 
either to enjoin the consummation of the merger or to unscramble 
an accomplished merger. Secondly, it requires that the competitive 
factor be scrutinized carefully without making the decision hinge on 
that factor alone, and it buttresses the scrutinization by requiring that 
the agency seek the views of the other agencies on this factor. 

That I think is a summary of what our views are. 

I will be very glad to attempt to deal with any questions you have. 

The CHarrmMan. You have said, Governor, that you think all of 
these mergers should be closely scrutinized and that the agency 
handling it should consult with the other two agencies and reconcile 
it with the Office of the Attorney General. 

In your opinion, if these applications are closely scrutinized in line 
with everything that is to be considered when a new bank is to be 
insured by FDIC, plus the additional equation of unduly limiting 
competition, do you think that future mergers would be made easier 
or more difficult ? 

Mr. Rogerrson. I would certainly hope and I do believe that they 
would be made more difficult. I disagree with some of the statements 
that have been made because I think there is a real need for legisla- 
tion in this field. Whenever you get a banking system where, as in 
this country, less than 3 percent of the banks have more than 63 per- 
cent of the deposits of commercial banks, I think you are getting into 
a dangerous area. 

Consequently, I would hope that this sort of a scrutinization of mer- 
gers would result in a curtailment of the trend toward mergers for 
the sake of size alone and power alone. 
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The Cuatrman. You have expressed the viewpoint of the chairman 
when he introduced this bill. He felt that legislation on mergers was 
needed, that if the Banking and Currency C ommittee, which had pri- 
mary jurisdiction, failed to act, somebody else would act. And he 
felt that a bill had been introduced which if administered in keeping 
with the intent of the language would make it more difficult for 
mergers in the future than has been the case in the past. 

Any further questions ? 

Senator Bennerr. Mr. Chairman, when I was questioning the pre- 
vious witness I indicated my own lack of understi anding of the basis 
on which thest three agencies would seek each other’s counsel, and I 
would like to correct my own statement. I understand now that after 
the application for merger is received they must seek each other’s 
counsel, that it is not simply on the basis of arriving at a joint agree- 
ment as to the standards on which mergers might be prohibited. 

Mr. Rozerrson. That is correct. 

Senator Bennett. I appreciate the chance to correct my own mis- 
understanding. 

T have no questions of the witness. 

The Cuamman. Any questions, Senator Muskie ? 

Senator Musxtx. No, sir. 

The CuHatrman. Governor, we thank you. 

(Mr. Robertson’s prepared statement follows :) 


STATEMENT OF J. L. RoBERTSON, MEMBER, BOARD OF GOVERNORS, FEDERAL RESERVE 
SYSTEM 


Mr. Chairman and members of the committee, the views of the Board of Gov- 
ernors regarding bank merger legislation have been expressed on a number of 
occasions before committees of Congress over the past several years. They were 
summarized as recently as February 27, 1959, in a letter to this committee, re- 
porting on the bill S. 1062. However, the Board welcomes this opportunity to re- 
state and clarify its position on this important subject. 


THE- PROBLEM 


At the outset, it is desirable to have clearly in mind the problem which all 
pending merger bills are designed to meet. Essentially the problem stems from 
the large number of bank mergers in recent years and the belief in many quarters 
that this trend is inconsistent with the preservation of a proper degree of compe- 
tition in the banking field. From a total of 100 bank mergers in 1952 the number 
grew to a peak of 231 in 1955. Since that year the number has gradually de- 
creased, with 189 in 1956, 162 in 1957, and 154 in 1958. However, the number 
is still sufficiently great to give cause for concern. 

Under present law, practically all mergers in which the resulting bank is a 
national bank are subject to the prior approval of the Comptroller of the Cur- 
rency. However, a great many bank mergers do not now require the approval of 
any Federal supervisory agency, even though the banks involved are otherwise 
subject to Federal regulation. 

Section 18(c) of the Federal Deposit Insurance Act presently provides that 
a bank merger must have the prior approval of the Comptroller, the Board of 
Governors, or the Federal Deposit Insurance Corporation, depending upon 
whether the resulting bank would be a national bank, a State member bank, or a 
nonmember insured bank, but only if the capital stock or surplus of the resulting 
bank will be less than the aggregate capital stock or the aggregate surplus, re- 
spectively, of the merging institutions. Since bank mergers frequently do not 
involve any diminution of such capital funds, there have been numerous instances 
in which this statute has not been applicable. 

Of the 231 bank mergers in 1955, 68 were cases in which the resulting bank 
was a State member bank; yet only 38 were subject to the Board’s approval 
under section 18(c). A similar situation has prevailed in subsequent years. 


ers 


me 
int 
ins 


in; 
of 
qu 
Fe 
ex 


as 


th 
Wi 
in 
th 
ea 
ce 













































bal 


REGULATION OF BANK MERGERS 65 


Last year, 45 of the 154 mergers were cases in which the resulting bank was a 
State member bank, only 21 were subject to the Board’s approval. 

It is true that branches established by a State member bank, including those 
established as the result of a merger, must have the prior approval of the 
Board. However, the impact upon competition of the establishment of branches 
in such cases may often be much less than that of the merger itself; and the 
Board has no authority with respect to the merger itself unless the case falls 
within the limited scope of section 18(c) of the Federal Deposit Insurance Act. 

Although the Sherman Act legally applies to bank mergers, that act has never 
been utilized in this field. Section 7 of the Clayton Act covers only acquisitions 
of bank stocks and since bank mergers rarely, if ever, involve stock acquisitions, 
they are beyond the seope of that act. 

Thus, there is presently a gap in the coverage of bank mergers by Federal law. 
It is that gap which pending bills on the subject would attempt to fill. 

The Board is in complete accord with the objective of all of the pending bills. 
It believes that there is a clear need for legislation that would prevent bank 
mergers that would so lessen competition as to be incompatible with the public 
interest. Differences of views exist only as to the best means of accomplish- 
ing this objective. 

PENDING BILLS 


The bill now before this committee, S. 1062, would meet the problem by amend- 
ing a provision of Federal law that now deals with bank mergers, section 18(c) 
of the Federal Deposit Insurance Act. That section would be expanded to re- 
quire all mergers of insured banks to have the prior approval of the appropriate 
Federal bank supervisory agency and to impose upon the supervisory agency an 
explicit requirement that it consider the competitive effect of each bank merger 
as Well as other relevant factors. 

Other pending bills, both in the Senate and the House, would seek to meet 
the problem by bringing acquisitions of bank assets, and, therefore, bank mergers, 
within the coverage of section 7 of the Clayton Act. Some of these bills would, 
in addition, require prior notification to be given to the Attorney General and 
the Board with respect to all bank mergers involving banks with combined 
capital, surplus, and undivided profits of more than $10 million, subject to 
certain exceptions. 

In recent years, the Board has consistently expressed the view that the most 
effective approach to the problem would be through an amendment to the 
banking laws which would require prior approval of all bank mergers by the 
appropriate Federal bank supervisory agencies: The bill S. 1062 reflects this 
approach. The Board favors this approach rather than an amendment to the 
Clayton Act because of (1) the desirability of preventing mergers of insured 
banks without the advance approval of the appropriate Federal bank supervisory 
agency, (2) the greater enforcement problems resulting from coverage of bank 
mergers by the antitrust laws, and (3) the need for more flexible standards 
than the standard prescribed by the Clayton Act. 


DESIRABILITY OF ADVANCE APPROVAL 


The Board is convinced that it would be desirable, as contemplated by S. 1062, 
to require advance approval for every bank merger, irrespective of diminunition 
of capital or surplus, by the Comptroller of the Currency if the resulting bank 
would be a national bank, by the Board if it would be a State member bank, and 
by the FDIC if it would be a nonmember insured bank. Such advance approval 
would afford opportunity to consider all aspects of the public interest and, at 
the same time, would avoid the difficulties arising from after-the-fact considera- 
tion of the question whether a consummated bank merger is consistent with the 
public interest. 

By contrast, expansion of the Clayton Act to prohibit all bank mergers that 
may tend substantially to lessen competition would place upon the Government 
the burden of taking the initiative to restrain or undo any merger deemed to 
violate the law. Under a bill like S. 1062, the burden would be on the banks 
in every case to obtain approval of a proposed merger; and if the proposal was 
found to be contrary to the public interest, for competitive or other reasons, the 
merger would never take place. 
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ENFORCEMENT 


The Federal banking agencies are believed to be qualified by experience to 
determine whether a proposed merger should be approved as being in the public 
interest. An advance approval bill like S. 1062 would simply expand the present 
authority of these agencies with respect to bank mergers and would present no 
new enforcement problems. 

On the other hand, extension of section 7 of the Clayton Act to cover bank 
mergers would give rise to all of the multitude of problems inherent in attempting 
to undo a merger that has already taken place. Practical and legal difficulties 
would be involved in unscrambling the assets and liabilities of constituent banks 
after a merger has occurred, particularly if a considerable period of time has 
elapsed. These difficulties would be far greater than those involved in requiring 
“divestment of stock illegally acquired under the Clayton Act. Moreover, the 
very nature of the banking business would make it well nigh impossible to 
restore the status quo. For example, in attempting to bring about a bankrupt 
of a consolidated bank into two banks again, it would be erroneously difficult, if 
not impossible, to sort out loans and deposits as between the two original banks, 
particularly where there had been numerous transactions in customers’ account 
after the merger. 

In addition to these problems, coverage of bank mergers by the Clayton Act 
would substantially add to the Board’s responsibilities in the antitrust field. 
At present, the Board has enforcement authority under the Clayton Act where 
banks are involved, but that authority is limited to stock acquisitions, and its 
significance has been considerably lessened by the fact that under the Bank 
Holding Company Act the Board must pass in advance upon acquisitions of bank 
stock by bank holding companies. However, an extension of the Clayton Act 
to cover acquisitions of bank assets would impose upon the Board enforcement 
responsibility with respect to every bank merger, even though it may already 
have been considered and approved by one or more other bank supervisory 
agencies. 

The principal responsibilities and functions of the Federal Reserve System 
lie in the fields of monetary and credit regulation and bank supervision. The 
prosecuting functions incident to the enforcement of the antitrust laws are of 
a character quite different from the administrative functions normally exercised 
by the Board in passing in advance upon particular transactions in the bank 
supervisory field. In brief, enforcement of the antitrust laws and bank super- 
vision represent different spheres of governmental operation, despite the fact 
that both may involve questions of possible adverse effects upon competition. 

The Board feels, therefore, that the enforcement of section 7 of the Clayton 
Act, whether with respect to acquisitions of bank stock or acquisitions of bank 
assets, is a function that should not be vested in the Board. This is another of 
the reasons for which the Board favors the approach of requiring advance 
approval of bank mergers by the bank supervisory agencies, as contemplated by 
S. 1062, rather than coverage of bank mergers under section 7 of the Clayton Act. 


STANDARDS 


In the field of bank supervision, it is well recognized that many factors must 
be considered in determining whether a particular banking transaction will be 
consistent with the public interest. This is reflected in provisions of existing 
Federal statutes. 

In admitting banks to deposit insurance, the Federal Deposit Insurance Cor- 
poration is required to consider the financial history and condition of the apply- 
ing bank, the adequacy of its capital structure, its future earnings prospects, 
the character of its management, the convenience and needs of the community, 
and whether the bank’s corporate powers are consistent with the purposes of 
the deposit insurance law. The Federal Reserve Act requires the Board to 
consider similar factors in admitting banks to membership and in passing on 
branches of State member banks. In passing upon branches and mergers 
coming within its jurisdiction, the Board also considers the effect of the pro- 
posed transaction upon banking competition, a factor that cannot be ignored if 
the Board is to discharge its supervisory responsibilities properly and in the 
public interest. The Bank Holding Company Act of 1956 specifically requires 
the Board, in passing upon holding company applications, to consider the finan- 
cial history and condition of the holding company and the banks involved, their 
prospects, the character of their management, the convenience and needs of the 
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community, and whether or not the proposed transaction would be consistent 
with adequate and sound banking, the public interest, and the preservation of 
competition in the field of banking. 

The approach to regulation of bank mergers followed by the bill 8. 1062 is 
entirely consistent with these provisions of present law. It would expressly 
require the appropriate Federal bank supervisory agency to consider whether 
each proposed bank merger would unduly lessen competition, along with such 
factors as the financial condition, prospects, and management of the banks 
involved, and the needs of the community. Thus, in passing on bank mergers 
the supervisory agencies would be enabled to consider all aspects of the public 
interest, including the effect of the proposed merger upon banking competition. 
- By contrast, under pending bills that would bring bank mergers under the 
Clayton Act, the sole test would be whether a particular merger would sub- 
stantially lessen competition or tend to create a monopoly, to the exclusion of 
other considerations that might have an equally important bearing upon sound 
banking and the public interest. Thus, every bank merger that would result in 
a substantial lessening of competition would be made unlawful, no matter how 
desirable the merger might be in order to improve the financial condition or 
quality of management of the banks involved or to protect the community 
against the growth of unsound banking practices. There may well be instances 
in which the overall public interest would be clearly served by a bank merger 
even though it would lessen competition. For example, a bank may be an 
uneconomic unit, too small to provide the banking services needed by its com- 
munity; or a bank may be one of a number of banks in an overbanked commu- 
nity where excessive competition for business may lead to unsound banking 
practices. In such situations, the public interest might actually be promoted by 
the merger of two banks, even though a lessening of competition might result. 

Banking, perhaps more than any other type of business, directly affects credit 
conditions and the basic economy of the country. Accordingly, there is a need 
to maintain strong competition in the banking field in order to make certain 
that business and the publie will have access to adequate alternative sources 
of banking services. But there is also a need, of at least equal importance, 
for the maintenance of sound, strong, and efficient banks that will be able to 
meet the credit and financial requirements of growing communities. Both of 
these needs must be considered in determining whether a particular bank mer- 
ger will be in the public interest. 

It should be emphasized here that the Board’s position with respect to stand- 
ards is not based upon any semantic distinction between the words “substan- 
tially” and “unduly,” although obviously the word “substantially” carries only 
a quantitative connotation, whereas “unduly” implies a broader meaning. The 
point of the matter is that, in passing upon a bank merger, its effect upon 
competition should be one, but not the only, factor to be considered. The super- 
visory agency having jurisdiction over a merger should be required to weigh, 
pro and con, all factors affecting the public interest—financial condition, man- 
agement, and needs of the community, as well as competitive effect. Admittedly, 
the effect of a bank merger as lessening competition is always an important 
factor and should be carefully weighed: but, in determining whether any such 
merger would be inconsistent with the public interest, the test should be 
whether competition would be lessened to such a degree as to outweigh what- 
ever favorable factors may be present in the particular situation. 

In the interest of maintaining uniform policies as far as possible, but with- 
out disrupting the established pattern of distribution of jurisdiction, the Board 
believes that the Federal bank supervisory agency authorized to pass upon a 
particular merger should be required to seek the views of the other two agencies 
regarding competitive effects. In addition, they should be authorized to request 
the views of the Attorney General as to the competitive or possible monopolistic 
aspects of any transactions. Provisions of this kind are contained in S. 1062. 


CONCLUSION 


For the reasons heretofore stated, it is the Board’s belief that the preferable 
approach to this problem is through legislation that would (1) require the prior 
approval of bank mergers by the appropriate Federal bank supervisory agencies, 
(2) require the supervisory agency in each case to consider the financial con- 
dition, management, and prospects of the banks involved, the needs of the com- 
munity, and the competitive effects of the proposed transaction, and (3) require 
the agency having jurisdiction to seek the views of the other two Federal bank 
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supervisory agencies regarding the competitive aspects of the proposed merger 
and authorize that agency to obtain the views of the Attorney General with 
respect to that question. 

Such an approach would be followed by 8S. 1062, which the Board endorses. 
In the Board’s opinion, enactment of that bill would provide appropriate safe- 
guards against the unwise diminution of competition and the development of 
monopolistic tendencies in the banking field and, at the same time, following 
the pattern of present law, enable the Federal bank supervisory agencies to 
consider all factors that must be taken into account in determining whether 
a proposed bank merger is in the public interest. 


(The following was received subsequent to the close of the 
hearings:)* > 


30ARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, D.C., March 26, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


DeraR Mr. CHAIRMAN: This is in response to your letter of March 21, 1959, 
requesting our views regarding the suggestion made during hearings on the 
bill S. 1062 that the bill be amended to require the banking ageney having a 
proposed bank merger under consideration to request the opinion of the 
Attorney General in every case. 

In a great many instances, of course, bank mergers do not have any sig- 
nificant effect upon banking competition and it would be unnecessary, there- 
fore, to require the appropriate Federal bank supervisory authority in such 
cases to request the opinion of the Attorney General as to whether the pro- 
posed merger would tend unduly to lessen competition or create a monopoly. 
In those cases in which a proposed merger would appear to have any significant 
effect upon competition, it can be assumed that the appropriate bank super- 
visory agency would seek the views of the Attorney General regarding the pos- 
sible competitive effect of the transaction and that the banking agency would 
carefully weigh those views along with other relevant considerations in de- 
termining whether the proposed merger would be compatihle with the public 
interest. 

For these reasons, it is the Board’s opinion that it would be preferable to 
retain the permissive authority for requesting the opinion of the Attorney 
General presently contained in S. 1062 rather than make that provisiov 
mandatory. 

Sincerely yours, 
C. CANBY BALDERSTON, Vice Chairman. 


The CuHatrmMan. The committee will stand in recess until 10 o’clock 
tomorrow. 

(Whereupon, at 11:58 a.m., the committee was recessed, to be recon- 
vened at 10 a.m., Thursday, March 19, 1959.) 
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THURSDAY, MARCH 19, 1959 


U.S. Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:07 a.m., Senator A. 
Willis Robertson, chairman, presiding. 

Present: Senators Robertson, Sparkman, Frear, Muskie, and Beall. 

The Cuairman. The committee will please come to order. 

The committee will continue the hearings started on yesterday on 
S. 1062, a bill to regulate bank mergers. We have a number of wit- 
nesses, but since the Senate will convene at 11 o'clock, we will have 
permission to stay in session. We hope that we can finish the wit- 
nesses before noon, certainly. 

The first witness is Mr. Joseph M. Naughton, president, Second 
National Bank of Cumberland, Md. 

Mr. Naughton, we will be olad to hear you. 

Senator Beau. Mr. Chairman, I would like to say Mr. Naughton 
is the president of the Second National Bank of Cumberland, the 
bank of which I have had and still have the pleasure of being a di- 
rector, so it is nice to have him here this morning. 

The CHamman. I have known him for some time, and I have a 
very high opinion of him. 

Senator Beatu. If you remember, he was on the Advisory Com- 
mittee for the study of Federal statutes governing financial institu- 
tions and credit. 

The CHamman. Yes. You recommended him to me at that time. 
He gave us very valuable services 

We are pleased to hear from you. 


STATEMENTS OF JOSEPH M. NAUGHTON, COMMITTEE ON FEDERAL 
LEGISLATION, J. 0. BROTT, GENERAL COUNSEL, AND CHARLES R. 
McNEILL, ASSISTANT GENERAL COUNSEL, AMERICAN BANKERS 
ASSOCIATION 


Mr. Naventon. Mr. Chairman, my name is Joseph M. Naughton. 
I am president of the Second National Bank, Cumberland, Md. I 
am also a member of the Committee on Federal Legislation of the 
American Bankers Association. I am privileged to appear before you 
today on behalf of the association to present its views on S. 1062, a 
bill to regulate bank mergers. 

Congress in recent years has shown an increasing interest in the 
competitive aspects of bank mergers. This is evidenced by the num- 
ber and variety of legislative proposals that have been presented in 
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this and the two preceding Congresses. Some of these proposals, as 
in S. 1062, would amend the banking laws to place final responsibil- 
ity for passing on bank mergers in the bank supervisory agencies. 
Others would amend the Clayton Act to give the Justice Department 
jurisdiction over bank mergers. 

In our opinion a healthy and vigorous competition permeates the 
banking industry in all of its aspects in communities, sections, areas, 
and in the Nation as a whole. It has been enhanced in recent years 
through present facilities for quick communication and accessibility 
to credit and other banking services. Stern and aggressive competi- 
tion is simply-a fact of life in the banking industry today. Banking 
institutions which have failed to compete . for business have been un- 
able to keep pace with the growth of their competitors. 

Although the growth in deposits and lending of large institutions 
is more subject to comment mer ely because of size, the expansion both 
in smaller and larger institutions is attributable to and reflects the 
growth within the economy—industrial, commercial, and agri- 
cultural—of the Nation. 

In addition, banking institutions today, wherever located, are meet- 
ing constant and vigorous competition from other elements of the 
financial industry. In the competition for savings, insurance com- 
panies, savings and loan associations, and credit unions are strong 
competitors of the banking industry. These and other types of finan- 
cial institutions also provide strong competition in various types of 
lending. 

This condition of competition pervades the industry notwithstand- 
ing the degree of regulation and supervision to which it is subject. 
Congress and the States long ago determined that some degree of 
regulation should govern the entry into and conduct of the banking 
business. The extent to which regulation of the banking business has 
increased is well known. It is doubtful that any industry today is as 
closely regulated and supervised as the banking industry. 

The nature of the banking business, serving as it does as custodian 
of the savings of the people of the country in the form of checking 
and savings ‘deposits—and likewise serving the public in many fidu- 
ciary capacities—has long caused it to be considered as affected with 
a public interest. It is precisely because of this relationship to the 
public that the banking business has so long been regulated and super- 
vised by specialized agencies, intimately familiar by reason of histori- 
cal background and experience with banking in all its phases, includ- 
ing the competitive phases. It has long been the policy of Congress, 
whenever additional authority over banking has been deemed to be 
necessary, to keep the regulation of the banking industry unified by 
vesting such additional authority in existing banking agencies. Con- 
versely, dispersal of authority over the banking industry among other 
additional Government agencies has wisely been avoided in the public 
interest. 

For these reasons, we believe that other proposals in the Congress 
which would vest authority over bank mergers in the Department of 
Justice are unsound. As this committee knows, the present authority 
of the Department of Justice over bank merger transactions applies 
only to the limited area of stock acquisition transactions which in- 
volve bank holding company acquisitions. The existence of this 
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authority in the Department of Justice, affecting the limited areas of 
bank holding company transactions, hardly seems a logical basis 
for extending the jurisdiction of that Department to cover bank mer- 
gers affected by acquisition of assets, which is the route most bank 
mergers take. Moreover, it should be noted that the continued exist- 
ence of this limited authority in the Department of Justice over bank 
holding company acquisitions seems questionable in the light of the 
action of the Congress in adopting the Bank Holding Company Act 
of 1956, which vests in a banking agency control over expansion of 


-bank holding companies and requires that agency to administer a 


competitive test, among other tests, in granting or withholding ap- 
proval of proposed bank holding company acquisitions. It, therefore, 
seems to us to be unnecessary and inconsistent to continue this author- 
ity in the Department of Justice for the additional reason that it al- 
lows, even if in a limited way, a continuing dispersal of authority 
for the regulation and control of the banking industry. 

S. 1062 would (1) require the prior written consent of the Board of 
Governors of the Federal Reserve System, the Federal Deposit Insur- 
ance Corporation, or the Comptroller of the Currency, as the case 
may be, of any merger, consolidation or assumption transaction; (2) 
require the Comptroller, the Board, or the Corporation, as the case 
may be, in granting or withholding consent, to consider the factors 
enumerated in section 6 of the Federal Deposit Insurance Act, includ- 
ing the financial history and condition of the bank, the adequacy 
of its capital structure, its future earning prospects, the general char- 
acter of its management, and the convenience and needs of the com- 
munity to be served by the bank; (3) require in addition that the 
appropriate agency consider whether the effect of any merger, con- 
solidation, acquisition of assets, or assumption of liabilities, may be 
to lessen competition unduly or to tend unduly to create a monopoly, 
and in the interest of uniform standards with respect to the com- 
petitive aspects of any such proposed transactions, to require that 
each banking agency shall consult with each of the other two Federal 
banking agencies before taking any action; and (4) authorize the 
appropriate banking agency to request the opinion of the Attorney 
General with respect to the competitive aspects of any such proposed 
transaction. 

The bill would, therefore, write into the banking laws an express 
competitive test which each banking agency would be required to 
apply in conjunction with the tests enumerated under section 6, as 
set forth above, in determining whether to grant or withhold approval 
of any proposed merger, consolidation or assumption transaction. 

Also, the bill requires consultation among these agencies to develop 
uniform standards, which we believe to be most important. Further- 
more, the appropriate banking agency would be authorized to consult 
with the Attorney General with respect to the competitive aspects of 
any such transaction. 

In our opinion, it is wrong to assess any proposed bank merger 
transaction, small or large, solely on the basis of an isolated competi- 
tive test, and this would be particularly unfortunate if the agency 
administering the test were unfamiliar with the banking industry 
and inexperienced in the regulation and supervision of the industry. 
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The other important factors in section 6 enumerated earlier in this 
statement should receive appropriate or in a given case equal or greater 
weiglit, and technical knowledge and experience in administering 
these factors lies in the banking agencies. In any case the technical 
antitrust experts of the Department of Justice will continue, as in the 
past, to be available for consultation with the banking agencies. 

Moreover, there are certain circumstances in which bank mergers 
may substantially lessen competition and yet be desirable in the 
interest of the public and sound banking, such as the following 
practical examples: 

1. Where ‘there is a reasonable probability of the ultimate failure 

‘ of the bank to be acquired. 

2. Where because of inadequate management the acquired bank’s 
future prospects are unfavorable. 

3. Where the acquired bank is a problem bank with inadequate 
capital or unsound assets and its acquisition by another bank would 
be the best practical means of dealing with the problem. 

4. Where the acquired bank has no adequate provision for manage- 
ment succession or its management is incompetent. 

5. Where the acquired bank is an uneconomic unit or is too small 
to meet the needs of its community by providing loans of sufficient 
_ or by providing needed banking facilities. 

Where several banks in a small town are compelled by an over- 
eaiod situation to resort to unsound competitive practices which 
may eventually have an adverse effect upon the condition of such 
banks and the merger of the two or more banks would, therefore, be 
in the public interest. 

Tuese illustrations emphasize the importance of intimate familiar- 
ity with the problems affecting the banking system and of individual 
banks, if the provision of any law affecting the banking industry is 
to be administered in the public interest. Acc umulated knowledge 
and judgment of problems uniquely affecting the banking industry 
constitute a singularly valuable asset that cannot be transferred 
merely by provision of law. Moreover, the existence of this knowl- 
edge in the banking agencies also assures a high degree of adminis- 
trative efficiency and economy which, if lost, would result in such an 
administrative overlap and duplic ation as to burden the regulator and 
regulated alike. Equitable, efficient, and objective administration of 
the banking laws, including all laws specifically relating to competi- 
tion, would, in our opinion, most likely result from administrative 
policy forged out of the combined experience and knowledge of the 
several supervisory agencies. 

In our opinion, the authority given the bank supervisory agencies 
in S. 1062 is also consistent with the policy adopted by the Congress 
with respect to the authority over merger transactions engaged in by 
other regulated industries. 

In connection with merger and consolidation transactions in other 
regulated industries note, for example, the exemptions accorded in 
section 7 of the Clayton Act to transactions subject to the Civil Aero- 
nautics Board, the Federal Communications Commission, the Federal 
Power Commission, the Interstate Commerce Commission, the Secu- 

rities and Exchange Commission, the TTS Maritime Commission, 
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and the Secretary of Agriculture. The effect of these exemptions is 
to make respective agency approval of mergers and consolidations 
within those industries an effective bar to attack under the Clayton 
Act. 

In our judgment the banking agencies through the years have su- 
pervised and regulated the banking industry with fairness, thorough- 
ness, competence, and objectivity. This supervision and regulation 
run to all aspects of the industry’s operation, including merger, con- 
solidation, and assumption transactions. 

Guided by the foregoing considerations, we are convinced that final 
authority over all bank merger and assumption transactions should be 
centered in the banking agencies, which in our judgment will effec- 
tively and objectively carry out the will of the Congress and protect 
the interests of the public. 

We, therefore, strongly support the enactment of S. 1062. 

The Cuatrman. I think you have given the committee some per- 
tinent examples to show why the mere consideration of competition, 
the lessening, let us say, of competition, should not be the sole test of 
whether a bank merger should be approved or disapproved. The 
chairman would like to emphasize the statement you made, that the 
bill would write into the banking laws an express competitive test 
which each banking agency would be required to apply in conjunction 
with the tests enumerated under section 6. In other words, we defi- 
nitely strengthen the law with respect to future bank mergers and we 
subject them to closer supervision of all three agencies. If it is a 
State merger, they are under the authority of the State banking 
commissions and they also are subject to such laws as will involve them 
with the Justice Department. 

Mr. Navueuton. That is correct, sir. 

The CuarrmMan. Any questions of this witness? Senator Beall? 

Senator Bratu. Mr. Chairman, I was just wondering, more for 
information, would this bill put the State banks in a parity position, 
or would it cause them, because they are under FDIC, to be regulated, 
too? As you know, we have 50 different State laws where the State 
banks are regulated by their own State. I would like to ask Mr. 
Naughton if he thinks the State banks are sufficiently regulated as 
compared to the national banks. 

Mr. Naveuton. I would not want to pass judgment on whether 
the regulation within any particular State was better than, equal to 
or not as good as that imposed on national banks within the same 
Commonwealth. But I do say that it is the opinion of our associa- 
tion that one of the advantages of S. 1062 is that it would apply uni- 
form standards for application by the three separate agencies to bank 
mergers. 

Senator Bratn. That is what I wanted to get. 

The Cuarrman. Any further questions? 

We thank you very much. Your testimony has been very 
enlightening. 

The next witness is Mr. Robert L. Myers, Jr., secretary of banking, 
Commonwealth of Pennsylvania, who speaks for the National Asso- 
ciation of Supervisors of State Banks. 

Mr. Myers, we will be glad to hear from you. 
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STATEMENT OF ROBERT L. MYERS, JR., NATIONAL ASSOCIATION 
OF SUPERVISORS OF STATE BANKS 


Mr. Myers. Senator Robertson, I have with me at the table Mr. 
Randolph Hughes, of the State Bank Supervisors of Delaware, who 
is the president of this association; Mr. James F. Bell, the general 
counsel, and Mr. Hollis Burt, executive director of the Washington 
office. 

The Crarrman. We are glad to have them here, and you may have 
as many of them on your right and left as you desire, if you plan to 

-call on them for any information. 

Mr. Myers. I don’t plan to call them specifically, but if I get into 
trouble, I will be pleased to do that. 

My name is Robert L. Myers, Jr. I am secretary of banking for 
the Commonwealth of Pennsylvania. I am appearing today before 
this committee in my capacity as a member of the legislative committee 
of the National Association of Supervisors of State Banks. 

The National Association of Supervisors of State Banks consists 
of the State bank supervisors of 48 States (not including Alaska), 
Hawaii, and Puerto Rico and more than 1,800 State bank associate 
members. The association was established in 1902 as an organiza- 
tion of State supervisors to promote the efficiency and effectiveness 
of the State banking system and State supervision. In 1958, the 
constitution of the association was amended to include as an objec- 
tive— 
endeavoring to assure equality and the protection of the rights of all institutions 
in the dual banking system. 

In 1957 the constitution of the association was aménded to admit 
as dues-paying associate members any State-chartered banks which 
might choose to become members. During 1958, more than 1,800 
State banks became associate members. 

The objective of admitting State banks to associate membership 
in the association was twofold: (1) frankly, to provide financial sup- 
port needed to establish and maintain. a permanent office of the asso- 
ciation in Washington; and (2) to enlist a broad base of grassroots 
support for the program of the association. 

The program of the association is largely to maintain the integrity 
of the dual banking system by resisting the progressive encroachment 
of the Federal bank supervisory agencies upon the traditional and 
legal sphere of State supervisory agencies in the supervision of 
State banks. 

As the committee is aware, there has been considerable attention 
in recent years to the question of bank merger legislation. Our 
association, through its legislative committee and its executive com- 
mittee, has explored all aspects of this question in an endeavor to 
determine the solution which will best promote the general welfare 
of the institutions supervised by its members and will assure equality 
of opportunity for all institutions in the dual banking system. 

The dual system of banks is a unique American institution. It 
results from the coexistence in this Nation of two systems of banks; 
that is, the State bank system and the national bank system. As of 
the end of 1957, there were 9,467 State banks (including mutual sav- 
ings banks) holding assets of $138.1 billion in the State system, and 


there 
the n 
Th 
syste 
ically 
tage 
and I 
Be 
to Sa 
ger | 
of a 
conc! 
bank 
ill-ac 
H 
ness 
Banl 
has : 
and 
Stat 
whic 
nati 
Boa 
Tl 
acequ 
func 
F 
man 
com 
be ¢ 
to b 
gen 
a fa 
sho. 
of b 
S 

to t 
juri 
age! 
mel 
edg 
if y 
spo 
to 2 
I 
leg 
COV 
I 
mit 
FD 
assi 
the 
tro 





















































REGULATION OF BANK MERGERS 75 


there were 4,636 national banks holding assets of $121.1 billion in 
the national system. 

The basic necessity for the dual system is that the component 
systems shall have equal competitive position. Historically and log- 
ically, the system whose members operate at a competitive disadvan- 
tage in relation to the members of the other system cannot survive 
and be strong. 

Before I comment upon the provisions of S. 1062, I would like 
to say just a word with respect to the approach toward bank mer- 
ger legislation which proposes to subject bank mergers by acquisition 
of assets to the provisions of the Clayton Act. The association 
concurs in what it considers to be the strongly felt opinion of most 
bankers throughout the country that any such legislation would be 
ill-advised and contrary to the best interests of banking. 

Historically, banks have never been treated as other ordinary busi- 
ness corporations, either by the States or by the Federal Government. 
Banking is an industry charged with public interest, and the country 
has a vital interest in banks as the suppliers of funds, as depositories, 
and as fiscal agents. This fact has been reflected in the powers which 
State legislatures have given State bank supervisors over State banks, 
which Congress has given the Comptroller of the Currency over 
national banks, and which Congress has given the Federal Reserve 
Board and the FDIC over banks for their special purposes. 

The poposal to amend the Clayton Act to cover bank mergers by 
acquisition of assets does violence to this recognition of the important 
functions performed by the banking industry. 

First, it isolates and gives supreme importance to just one of the 
many factors which must be considered in banking matters; namely, 
competition. In connection with a bank merger, many factors must 
be considered, including the convenience and need of the community 
to be served, the financial history and condition of the bank, and the 
general character of its management. Bank competition is, of course, 
a factor also to be considered—a very important one—but it is not, and 
should not be made, all-controlling in its application to the exclusion 
of banking factors. 

Second, we oppose giving ultimate responsibility over bank mergers 
to the Department of Justice. That proposal would expand Federal 
jurisdiction over State banks by bringing another Federal regulatory 
agency into the picture. Further, with all due respect to the Depart- 
ment of Justice, we feel that bank regulation requires a certain knowl- 
edge of and experience with banking matters, a certain “expertise,” 
if you will, which we do not think an agency with the widespread re- 
sponsibilities of the Department of Justice can reasonably be expected 
to acquire. 

In view of the foregoing, we oppose any approach to bank merger 
legislation which would involve an amendment of the Clayton Act to 
cover bank mergers by the acquisition of assets. 

{ turn now to a consideration of the specific bill before the com- 
mittee this morning. S. 1062 requires that every bank insured by the 
FDIC must have prior written consent before it can acquire the 
assets of another bank by merger, consolidation, or absorption through 
the purchase of assets and assumption of liabilities, from the Comp- 
troller of the Currency where a national bank survives, from the 
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Federal Reserve Board where a State member bank survives, and the 
FDIC where a State nonmember insured bank survives. The bill 
also proposes that the standards set forth in section 6 of the Federal 
Deposit Insurance Act must be considered in passing upon such com- 
binations, and that the appropriate agency shall also consider whether 
the effect may be to lessen competition unduly or to tend unduly to 
create a monopoly. Finally, the bill proposes that each agency shall 
seek the views of each of the other two banking agencies and may 
request the opinion of the Attorney General. 

The association does not dispute the necessity for regulation of 
- bank mergers’ on the basis of proper banking and competitive stand- 
ards. It does question, however, the wisdom of the plan for regula- 
tion which this bill proposes. Each State has the inherent power to 
control and to regulate its creatures. The Federal Government has 
the power to regulate and control its creatures. It cannot be accurate- 
ly or fairly stated that the States have functioned badly in this area of 
State responsibility and that the Federal Government has functioned 
well and wisely. There have been just as many unsound mergers 
under the National Bank Act which have had the approval of the 
Comptroller of the Currency as there have been under State laws 
approved by State supervisors. 

The particular aspect of this bill which gives us concern is the 
division of veisonatbility for ultimate approval of bank mergers 
among the three agencies and the effect. of such a division of responsi- 
bility upon the dual banking system. It is our view that unless there 
is uniformity of application of the standards relating to merger ap- 
proval applied by the Federal agencies to bank mergers, the equality 
of competitive position between the two banking systems so necessary 
for the continued existence of the dual system and which Congress 
has always carefully tried to preserve will be impaired. Further, 
while we recognize that the advisory opinion provisions of S. 1062 
are a step in the right direction, we believe that the only logical and 
fair method of applying the controls desired is to empower one and 
the same agency to apply them to all bank mergers, whether State 
or National. Which agency shall be chosen? For the reasons stated 
in our discussion of the proposed amendment of the Clayton Act, it 
should be an agency that supervises banks. Agreement on this point 
will eliminate the Department of Justice. No one has seriously sug- 
gested that it should be the Comptroller. He should not review his 
own determinations. Further, for him to review mergers under State 
charter would violate every principle of logic and justice. 

As to which of the other two Federal supervisory agencies, the 
Federal Reserve Board and the FDIC, shall have this power, there is 
no settled opinion among the State supervisors. Some prefer the 
Federal Reserve Board; others FDIC. They do agree, however, that 
one of these agencies should have this jurisdiction with respect to all 
mergers, both State and National. Speaking for myself, as a super- 
visor of a State in which there have been a great many mergers, I 
would urge the Federal Reserve Board. Since the Comptroller is 
one of the three members of the FDIC Board, the same consideration 
which disqualifies him for this responsibiilty, in my judgment, would 
disqualify the FDIC Board of which he is a member. This dis- 
qualifying consideration does not apply to the Federal Reserve Board 
and no one questions their qualifications and their objectivity. 
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If S. 1062 is amended accordingly as we suggest, all bank mergers 
where national banks survive will be approved by two agencies—the 
Comptroller and the Federal agency selected—and bank mergers 
where a State bank survives (either a member or an insured bank) 
will be approved by two agencies—the State supervisor and the same 
Federal agency. 

It has been suggested that this bill will promote uniformity in con- 
trolling bank mergers by prescribing uniform standards involving 
both banking and competitive factors which must be followed by the 


‘Federal Reserve Board, the FDIC Board, and the Comptroller of 


the Currency. That is non sequitur. The application of the stand- 
ards prescribed would be a quasi-judicial function. The results will 
vary with the philosophy of the individual or individuals applying 
the standards. There would be even less uniformity of application 
where different men deal with entirely different circumstances and 
conditions. 

There are two aspects of this problem of uniformity. 

First, consider a situation where under S. 1062 a national bank and 
a State member bank are considering merging and the parties desire 
the State bank to survive. As is the usual procedure in a situation of 
this sort, the parties may informally discuss the matter with the Fed- 
eral Reserve fase and receive an indication that disapproval from 
that agency would be forthcoming because it considers the merger 
would tend to unduly lessen competition. The parties may then re- 
verse their proposal, and provide that the national bank will survive. 
In this case, they need only go to the Comptroller who perhaps may 
view mergers with a different philosophy as to the matter of com- 
petition and approve the merger. Under a situation of this type, 
there is no equality between the State and the National systems. 
Mergers of National and State member banks would tend to go 
National. 

What I have just said is not just hypothetical. We know that this 
precise situation has occurred and is occurring. If the amendment 
proposed by the association to S. 1062 were adopted, this could not 
occur because the same Federal agency would pass upon the merger 
no matter which direction of the “two-way street” were selected by 
the bank parties. 

Second, under S. 1062 a merger where a national bank survives 
need only go to the Comptroller for approval. However, a merger 
where a State member or insured bank survives, after approval by the 
State supervisor, must also go to either the Federal Reserve Board 
or the FDIC for approval. This means that when a National and a 
State bank are considering merging, there would be a very practical 
and weighty consideration that selection of the National “street” 
will be quicker and less burdensome procedurally than will the State 
“street.” Such considerations are not consistent with the free “two- 
way street” which Congress has recognized as desirable and necessary 
in the preservation of the dual banking system. 

I am aware that the situation which I have just outlined exists with 
regard to the approval of mergers today where there is a capital 
diminution. However, S. 1062 will expand the jurisdiction of the 
Federal agencies over mergers where State banks survive to a con- 
siderable extent and the problem becomes more acute and one which 
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should be solved. Under the association’s proposal there would be 
a real “two-way street” because two approvals would be necessary in 
every instance of a merger where a National or State member or in- 
sured bank survives. 

Summarizing, the association opposes any bank merger legislation 
which seeks to amend the Clayton Act to cover bank mergers by ac- 
quisition of assets as contrary to the best interests of banking. 

With regard to S. 1062, we would like to see that bill amended to 
provide that one and the same Federal agency be given jurisdiction 
over all bank mergers where a National bank or State member bank 
_or an insured bank survives. This would create an equitable “two- 
way street” with a uniformity of application of merger standards to 
both National and State banks. National banks which survive, after 
having had the approval of the Comptroller, the State member or 
insured banks which survive, after having had the approval of the 
State banking supervisor, would then go to the same agency for the 
final required approval. 

I wish to thank the committee for this opportunity to have made 
this presentation. 

The Cuatrman. The chairman desires to express his appreciation 
of hearing such strong views on the subject of States rights from a 
State official of the great Commonwealth of Pennsylvania. The 
Chairman has a high regard for the statesmen that Pennsylvania has 
furnished the country. He thinks that, along with George Wash- 
ington in Virginia, Benjamin Franklin was one of the real statesmen 
that we can look back upon with great pride. You may recall that 
on one hot summer afternoon when he walked out of Constitution 
Hall the lady said, “Mr. Franklin, have you given us a democracy 
ora monarchy?” And he said, 

“We have given you a republic, if you can preserve it.” 

I asked a member of the staff to get me Webster’s dictionary—now 
this is not Daniel Webster’s, this is another Webster—but he is good 
when it comes to finding out what words means. I wanted to find out 
what he meant by “republic,” and here is what it says: 

A state in which the sovereign power resides in a certain body of the people, 
the electorate, and is exercised by representatives elected by and responsible to 
them. 

But Mr. Franklin and those who framed the Constitution of 1787 
gave us a unique republic, different from any other that had been 
previously formed, different from any other since formed. They 
gave us, when that Constitution was ratified, a federal union. Do 
you know what Mr. Webster said “federal” means? 

Mr. Myers. No, sir. 

The Cuarrman. I thought I might put it in the record, because 
maybe even some of these good men might not know what it means. 
A lot of people seem to have forgotten, so I want to tell you what Mr. 
Webster says it means: 

Pertaining to a compact between states, yielding by its terms certain abate- 
ments of their sovereignty for uniting into a new state. 

In other words, a federal union is a union composed of federal 
states, and Virginia was so afraid that the people would misunder- 
stand what “federal union” meant that they would not agree to ratify 
the Constitution until George Washington and James Madison and 
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others had promised that they would put an amendment in the Con- 
stitution saying what they meant—and that turned out to be the 10th 
amendment—was that all powers not granted to the Federal Govern- 
ment, to the Federal Union, nor denied expressly to the States were 
reserved by the States or the people thereof. That was known as the 
Doctrine of States’ Rights. 

So I could not agree with you more. As far as I am concerned, 
I would be willing to leave all the control of the State banks to State 
authorities, just as I think that the school issue should be left to the 
State authorities. However, the President failed to see the analogy 
between some forms of States rights and other forms of States rights. 
We think they are root and branch of the same tree; if you start 
chopping at them, you are going to kill the whole tree of States rights 
in the end. 

But unfortunately, the Department of Justice takes the position 
that as far as they are concerned a corporation is a corporation, whether 
it is banking, business, any kind of business, and if it violates the 
antitrust laws, they can proceed against it. 

I was happy, therefore, to hear your unequivocal opposition to 
the proposal that we should amend the antitrust laws to specifically 
give the Department of Justice jurisdiction over banking mergers. 

As I understand it, if you had what the mountaineers call their 
“druthers,” you would “druther” that they would just let these State 
banks alone, leave it to the State authorities. 

Mr. Myers. That has been the position that has been taken by the 
association over a number of years. We have to be realistic, however. 

The Cuarrman. That is right. 

Mr. Myers. It is inevitable, it seems to us, that there will be some 
controlling legislation. What we are interested in is a type of legisla- 
tion that will be effective but at the same time will not destroy the 
State banking system in which we are so vitally interested. 

The CHarrman. And realistically you realize now that you must 
choose between stronger restrictions on mergers being exercised by 
the Department of Justice or by some or all of the agencies of the 
Government that deal with money ? 

Mr. Myers. Correct. 

The Carman. All right. Then you favor the pending bill with 
an amendment ? 

Mr. Myers. We favor that. 

The CHarrman. And the amendment that you would prefer is that 
the Federal Reserve Board supervise all these banks? 

The Federal Reserve Board has testified on several occasions that 
it just did not have the time and the personnel to go into all of those 
intricate hearings. And neither did it have the intimate knowledge 
that the Comptroller of the Currency would have through its examina- 
tion of national banks, their affairs and competitive situation, or that 
the FDIC had when it examined State banks with respect to the 
security of their insured funds, and that, therefore, they did not 
think, first, that they had the time to go into this new field and, 
second, as a representative of the Board testified here yesterday, that 
the competitive aspects of a merger should be considered along with 
the other aspects by the same agency which considers the other aspects 
of the merger. 
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That is the opinion of the Board. Would you care to comment 
on that report ? 

Mr. Myers. First of all, I would like to make one correction: The 
recommendation of the Federal Reserve Board was my own, as [ 
indicated in my presentation. The sentiment among the State bank 
supervisors is not settled. Some wish the Federal Reserve Board 
and some the FDIC. But we are agreed that it should be one. 

The Cuatrman. Did anybody pick the Comptroller of the 
Currency ? 

Mr. Myers. No. 

The Cuarmm an. I just wanted the record to be clear on that point. 

Mr. Myers. I think I have covered that in my statement. 

On the other question, I recognize the statement that has been made 
by Governor Robertson. In the first place, it seems to me that an 
organization that has the power and the wealth and the broad-gage 
membership of the Federal Reserve Board can readily accomplish 
the matter of organizing its affairs so as to assume the additional 
papers that would be required in it. 

s to the question of their being required to go into a different 
phase of bank supervision, I can only say that they have already done 
it and they are doing it every day. In the Old Kent Bank case they 
made their determination on the basis of competitive factors. In a 
bank case in Pennsylvania, where they have not made any decision. 
nevertheless, the local bank did raise the question as to whether the 
Old Kent Bank principle might be applied to a merger between a 
State bank and a National bank, and as a result of that, the merge 
is now under the National Bank Act. 

But I think that the Federal Reserve Board certainly has the com- 
petence to do what they are already doing in a degree to the extent 
that may be necessary to discharge this full responsibility. 

The Cuarrman. Then we understand that you are officially author- 
ized to say on behalf of your organization that you are very much 
opposed to having the business of mergers turned over to the Justice 
Department ? 

Mr. Myers. Correct. 

The CHamman. And you prefer the approach of the present bill. 
Personally you will prefer to have all mergers handled by the Fed- 
eral Reserve Board. Some would prefer to have it handled by the 
FDIC; but if the Comptroller were eliminated, nobody in your organi- 
zation would be hurt too badly ? 

Mr. Myers. That may be true. If we were put in the same posi- 
tion, that is true. You mean under FDIC? Yes. 

The Cuatrman. In other words, you are afraid that when a merger 
comes up, you are going to lose a State bank when it is merged with 
a National bank? 

Mr. Myers. That is right. 

The Cuarrman. I asked the Comptroller about that, and he gave 
us an assurance that he would never put any pressure on a State 
bank to become a National bank and he did not see any threat. I 
asked other witnesses if they saw any threat, allowing each of these 
various agencies jurisdiction over what the present law gives them 
jurisdiction over, but they all denied any threat to our dual banking 
system. I am interested in that; I want to preserve it; I would like 
to strengthen it. And, as I say, as far as States rights are concerned, 
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[ think that the question of mergers of State banks can be left to State 
authorities. 

Sut that is not our option. We are between Scylla and Charybdis, 
and J am glad that you approve of our approach. We have to do 
something. We want to tighten up on mergers and expressly add 
that additional factor of competition, but we do not want to go as 
far as antitrust laws; that if there had been any competition, the 
merger would be prohibited. 

Are there any questions? 

Senator Braun. Thank you, Mr. Chairman. 

Mr. Myers, I liked your statement, and I appreciate what you say. 
I agree with the chairman; we also in Maryland are very jealous 
of States rights, and I certainly agree on that point. But I was 
just wondering if there are any instances where they do combine 
the State and National banks where they do not bring in the name 
‘national”? The State bank may prevail. When it is a State and 
National combined, do they not get the word “national” in the new 
name ¢ 

Mr. Myers. Yes. When they merge under the charter of the na- 
tional bank, of course, the name is usually the name of the con- 
tinuing institution, which would include the word “national.” Some- 
times, of course, because of differences of locality and other differences, 
they desire to select a name that would apply to both banks as well 
as one. There is sometimes a little local pride in a bank name. 

Senator Braty. That is what I meant. 

Mr. Myers. So that the name is not always continued, although 
normally it is. 

Senator Bratt. One more question. Do you feel that in the case of 
a distressed bank this one agency would be able to come in and save 

at bank before failure, before the doors were actually closed, whether 
the State or the National bank wanted to absorb a bank that was in 
<listress ? 

Mr. Myers. I think that could be done quite quickly. Actually, 
there will be relatively few of the mergers that will require this 
great amount of research and study that has been suggested by the 
Federal Reserve Board. Most mergers are a matter of course, because 
they do not involve competitive considerations. It is the relatively 
few that would cause the problem. 

The CHarrman. Any further questions ? 

Senator Muskie. One point I would like to clear up, Mr. Myers, 
you did not indicate whether or not you would support S. 1062 with- 
out your amendment. You lay so much stress on the importance 
of the dual system of banking and you seem so concerned about the 
threat to this dual system that is posed by S. Bee that you did not 
indicate whether or not you would support the bill without your 
amendment. 

Mr. Myers. I would say that we would conform to the bill if it is 
passed, of course. 

Senator Muskie. That is different. 

Mr. Myers. If it is not amended, I would not favor it. If it 
passed unamended, I would exert every effort—and I am alee 
only for myself—to have it ultimately amended in a manner which 
it seems to be 
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The Cuamman. I will tell you that you have a colleague in Ohio 
who will be with you on that. I will read a telegram I have received 
from Mr. R. E. McDaniel, the superintendent of banks of Ohio. 


I have expressed my views in a telegram to Charles R. Howell, chairman of 
legislative committee of National Association of State Supervisors, relative to 
Fulbright bill now under consideration by your committee. I am unalterably 
opposed to the bill in its present form giving any additional powers to the 
Federal supervising agencies relative to bank mergers or any other matters 
that would give them additional authority over State banks. These agencies’ 
past and present policies and actions have demonstrated that any additional 
powers would Be a direct threat to independent and dual system of banking. 

Those are Mr. McDaniel’s words. 

Mr. Myers. Senator, the consensus I present this morning is of 
the executive committee and of the legislative committee of our 
association, both of which committees we think are reasonably repre- 
sentative. 

The CHairman. I cannot. see why you think that bank mergers 
would be better controlled and better handled if one agency would 
handle them than if there were united consideration and study by 
all three agencies giving information that would be exclusively in 
the possession of two, who would not make the final decision, for the 
benefit of the third who would make the final decision. 

Mr. Myers. I think the person who makes a decision or the persons 
who make the decision, in any event, are men. Men react individually 
as their hearts and minds and philosophic attitudes determine that 
they should and, therefore, in my judgment, under this bill we would 
have no uniformity without having one and the same agency make 
the determinations and apply the rules and apply its philosophy to 
all cases. 

The CHarrman. You are not worried about the merger of two State 
banks, are you? 

Mr. Myers. Certainly, if they are insured banks. 

The Cuarrman. The chairman of the FDIC said unless the State 
agency approved the merger, he would not even consider it. 

Mr. Myers. That could apply to both systems. Ifthe State agency 
disapproves the merger, that is the end of it. If the Comptroller 
disapproves the merger of a national bank, that is the end of it. It 
is only when the supervisor of the State bank or the national system 
approves the merger that the review that is provided by this bill 
would come into play. 

The Cuatrman. I would like to feel that I can understand the view- 
point that you State supervisors have been unduly alarmed about 
as to what the Comptroller of the Currency is going to do when a 
merger is proposed that would eventuate in a new national bank. 

Certainly, your colleague from Ohio does not want anything done; 
does not want to give them any more power at all. But that you have 
frankly admitted is not your choice. 

Mr. Myers. I think that is correct. 

The Cuamman. Somebody is going to exercise more power on this, 
and if we do not do it, Congress will pass a bill amending the Clayton 
Act. That is my opinion. Any further questions? 

Senator Muskie. Mr. Myers, I have listened to these witnesses 
yesterday and today—and understand I am green in this field—and 
there is apparently an attitude among the banks and the banking 
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industry to the effect that we would be better off without any of this 
legislation, if that were possible. 

What is the source of the pressure for legislation in the merger 
field ? 

Mr. Myers. I think in recent years there has been great public con- 
cern about the combinations of large business units, not only in banks, 
General Motors and Du Pont and many others. In the banking field 
there has been such an impetus to the mergers that have taken place 
that the public has become alarmed that they may ultimately wind up 
with fewer and larger banks that are less responsive to the needs of 
the communities which they serve. There is resistance on the part of 
those who adhere to the traditional philosophy that banking is es- 
sentially an activity for the independent bank. 

Senator Musx1e. This pressure does not spring from banking cir- 
cles: does it ? 

Mr. Myers. I think that there are 

Senator Muskie. That is, the pressure for controlling. 

Mr. Myers. I think there are those in the banking field that defi- 
nitely feel that there should be some control. 

Senator Muskie. Isthata large group ? 

Mr. Myers. I may be expressing opinions that I should not express, 
because they are purely my own, not those of the association. I think 
that the smaller banks, primarily, fear the continuing growth of large 
units which may ultimately place them in an impossible competitive 
position. 

Senator Muskie. Are the smaller banks more likely to be State banks 
or national banks ? 

Mr. Myers. In our State we have 508 national banks and 230 State 
banks. Yet, the total assets of the two systems in our State are 
approximately the same, so that you can see that the larger banks in 
Pennsylvania, on the average, are State banks. 

Senator Muskie. If there is a concern in banking circles about the 
growth in mergers and growth in size of banking institutions, why do 
the witnesses at these hearings seem to reflect the opposite point of 
view? I think only one witness in 2 days has indicated that he himself 
felt there should be control of mergers. All of the others seemed to 
take the attitude that this legislation, S. 1062, is better, the lesser of 
two evils. 

Mr. Myers. Well, it has been the position of our association up 
until this time that there was really no need for this type of legisla- 
tion. But in our study and analysis of the situation, it seems that the 
pressures have mounted on the Congress to the point where it is almost 
inevitable that there will be some regulating and controlling legisla- 
tion, and what our concern is is to help to guide the determinations as 
to what kind of control will be adopted so as to preserve the existence 
of the dual system of banks and the State system as a part of that 
dual system. ; 

The Cruatrman. I will say to my colleague from Maine, he will hear 
more about this mounting pressure from the next witness. He is 
going to say something. 

Mr. Myers. I think he feels pretty strongly on the question. 

Senator Muskie. I have just one more question that I have been 
leading up to—and understand, I am just asking these questions to 
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clarify my own understanding of this problem. If the pressure is from 
outside banking circles, from outside the industry, then, is the problem 
likely to be met effectively if its control is left within the indus ae in 
effect, by leaving it with the Federal Reserve Board or the F DIC 
the Comptroller ? 

Mr. Myers. Senator Muskie, I would say this: The whole philoso- 
phy of bank supervising is that the supervision of banks should be 
performed, that function should be performed by an agency which is 
entirely independent of the operation of a bank. In my State, when 
a secretary of banking is appointed, he has to immediately divest him- 
self of any bank holdings that he might have, and he is prohibited by 
law from acquiring any during his term of office. So that I think it 
is the traditional pattern of bank supervision that it should be done 
by an agency which is independent of the operation of banks. 

The banks cannot do it Reaches , and since governmental control 
and regulation of banking is necessary, the governmental agencies 
that do that should perform : all those duties. 

Senator Muskie. It is your feeling, then, that either FDIC or the 
Federal Reserve Board, if given jurisdiction under S. 1062, would 
administer it objectively and with proper concern for the objectives 
of antimonopoly legislation ? 

Mr. Myers. I] think if they were given the whole job, that it would 
be an effective means of controlling it and advancing the cause of dual 
banking. 

Senator Muskie. May I add that I think you have made an excellent 
presentation in your written statement, Mr. Myers. 

Mr. Myers. Thank you, sir. 

The Cuatrman. I wish to remind this witness and also the members 
of this committee that we have been aware of this problem for some 
time. We passed a Fulbright bill in 1956 and sent it over to the House 
and it was not acted on over there. Then we incorporated. the Ful- 
bright bill in the Financial Institutions Act passed by the Senate early 
in 1957, and that was not acted on over there. We thought we should 
take one more look at the matter,.and send something over to the 
House. They may not like it; they may not like the way we have 
said it. It is their privilege to amend it, if they wish, but we would 
like it to go over again. Maybe with our help they will like it this 
time. 

Mr. Myers. I am glad you have given me the opportunity to say 
that if you give us the kind of a bill “from this committee that we are 
speaking about, you will have the full support of our association, 
including the supervisory members and the 1,800 or more associate 
bank members. 

The Cuarrman. The trouble is that the majority of this committee 
and the majority of the Senate have never been in accord with your 
view on this subject. The chairman cannot just hand out a bill to you 
as you would like to have it and say, “Well, take this with my compli- 
ments.’ 

Mr. Myers. Knowing the regard and esteem in which the chairman 
is held by his colleagues, I am sure they would accept any measure 
that this committee gave. 

The CHatrman. Very kind. Very kind, indeed. We thank you. 
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(The following was received subsequent to the hearings and was 

ordered inserted in the record :) 
NATIONAL ASSOCIATION OF SUPERVISORS OF STATE BANKS, 
Washington, D.C., March 19, 1959. 

Hon. A. WILLIS ROBERTSON, 
Chairman, U.S. Senate Banking and Currency Committee, 
Washington, D.C. 

Dear SENATOR ROBERTSON : At the time I appeared as a witness before the Senate 
Banking and Currency Committee on behalf of the National Association of 


* Supervisors of State Banks and suggested certain amendments in S. 1062, advo- 


cated by the association, I did not present the suggested amendments in draft 
form. 

I am, therefore, taking the liberty to forward to you herewith two drafts of 
amendments conforming to our recommendations. One draft would designate 
the Board of Governors of the Federal Reserve System as the Federal Agency to 
exercise the power of approval or disapproval of bank mergers as provided in 
the bill. The second draft designates the Federal Deposit Insurance Corpora- 
tion as the Federal Agency for this purpose. 

You will recall that in my testimony I stated that the judgment of the executive 
committee and the legislative committee of the association as to the Federal 
Agency to be given this power was not settled. 

On my own behalf, as a State supervisor, I urge the designation of the Federal 
Reserve Board for this purpose. 

I would appreciate it very much if these drafts would be received and con- 
sidered by your committee in connection with my testimony. 

Very truly yours, 
Rosert L. Myers, Jr., 
Secretary of Banking of Pennsylvania. 


S. 1062 AMENDED IN ACCORDANCE WITH THE SUGGESTIONS ADVANCED BY THE 
NATIONAL ASSOCIATION OF SUPERVISORS OF STATE BANKS 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (c) of section 18 of the 
Federal Deposit Insurance Act is amended by striking out the third sentence 
thereof and substituting in lieu thereof the following: “No insured bank shall 
merge or consolidate with any other insured bank, or either directly or indirectly, 
acquire the assets of, or assume liability to pay any deposits made in, any other 
insured bank without the prior written consent (i) of the Comptroller of the 
Currency and of the Board of Governors of the Federal Reserve Board if the 
acquiring, assuming, or resulting bank is to be a national bank or a district bank, 
or (ii) of the Board if the acquiring, assuming, or resulting bank is to be a State 
member bank or nonmember insured bank (except a district bank). In granting 
or withholding consent under this subsection, the Comptroller and/or Board, as 
the case may be, shall consider the factors enumerated in section 6 of this Act. 
In the case of a merger, consolidation, acquisition of assets or assumption of 
liabilities, the appropriate agency or agencies shall also take into consderation 
whether the effect may be to lessen competition unduly or to tend unduly to create 
a monopoly, and may also request the opinion of the Attorney General with 
respect to such question. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 18 of the 
Federal Deposit Insurance Act is amended by striking out the third sentence 
thereof and substituting in lieu thereof the following: “No insured bank shall 
merge or consolidate with any other insured bank, or either directly or indi- 
rectly, acquire the assets of, or assume liability to pay any deposits made in, 
any other insured bank without the prior written consent (i) of the Comptroller 
of the Currency and of the Corporation if the acquiring, assuming, or resulting 
bank is to be a national bank or a district bank, or (ii) of the Corporation if 
the acquiring, assuming, or resulting bank is to be a State member bank or non- 
member insured bank (except a district bank). In granting or withholding 
consent under this subsection, the Comptroller and/or Corporation, as the case 
may be, shall consider the factors enumerated in section 6 of this Act. In the 
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ease of a merger, consolidation, acquisition of assets, or assumption of liabili- 
ties, the appropriate agency or agencies shall also take into consideration 
whether the effect may be to lessen competition unduly or to tend unduly to 
create a monopoly, and may also request the opinion of the Attorney General 
with respect to such question. 

The Cramman. We are pleased to have our House colleague here, 
Judge Celler. Judge, if you will come up, the committee will be glad 
to hear you. 

I will just say before you start testifying that the last witness men- 
tioned the. fact that as far as State banks are concerned, they would 
just as soon have no legislation at all. ‘hey felt that there was a 
considerable demand for some legislation, and 1 told them that you 
might say something on that score. 

Mr. Cetier. We will come to it. 


STATEMENT OF EMANUEL CELLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Cevtier. Mr. Chairman, members of this distinguished com- 
mittee, I alw ays feel very comforted to come over here. I see so many 
faces of men with whom I have served, men who have served with 
distinction in the House and now with even greater distinction in the 
Senate. I number you among them, and I am very happy to be with 
you to say something about these pending bills. 

I appreciate the opportunity to present to this distinguished com- 
mittee my views concerning S. 1062 which would provide safeguards 
against mergers and consolidations of banks which might lessen com- 
petition unduly or tend unduly to create a monopoly in the field of 
banking. I would point out that the views I express are based in 
considerable part on extensive studies, hearings, and reports of the 
House Judiciary antitrust subcommittee, dealing with the competitive 
aspects of bank mergers. To summarize my position, I recommend 
favorable consideration of S. 1062 provided it is amended in the fol- 
lowing respects; 

First, by prohibiting the appropriate Federal bank supervisory 
agency from approving any bank merger or consolidation where, in 
any section of the country, the effect may be substantially to lessen 
competition or tend to create a monopoly ; 

Second, by requiring the appropriate Federal bank supervisory 
agency to give notice to the Attorney General of a proposed merger 
and to enable him to intervene or offer his views respecting the com- 
petitive phases of the transaction ; 

Third, by requiring notice with opportunity to be heard to the 
appropriate supervisory authority of the interested State in the event 
the transaction involves State banks; 

Fourth, by adoption of a so-called antitrust savings clause for a 
merger between banks similar to that governing a merger between 
a holding company and a bank under section 11 of the Bank Holding 
Company Act of 1956, thus making it clear that applicable provisions 
of the antitrust laws pertaining to banks are not to be superseded ; 

Fifth, by adoption of provisions for a hearing on the record. 

As background for these legislative recommendations, I propose to 
discuss first the trend of bank merger activity and the resulting con- 
centration in banking facilities; second, the present provisions of 
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Federal law dealing with bank mergers; and finally, the reasons why 
the recommended changes i in the bill are necessary. 

Concentration of banking facilities: At the outset I would em- 
phasize that enactment of S. 1062 with the reeommended amendments 
is the minimum necessary to maintain a sound, vigorously competitive 
unit banking system in this country and to arrest a trend which is 
concentrating control of the Nation’s banking business into the hands 
of fewer and. larger financial institutions. At the present time, while 
there are approximately 13,500 commercial banks in this country, 
the 100 largest control approximately 46 percent of the Nation’s total 
bank assets, and more than 48 percent of the bank deposits. In 10 
of the Nation’s 16 leading financial centers, 4 banks own more than 
80 percent of all commercial assets. Furthermore, in 9 of these finan- 
cial centers, 2 banks own more than 60 percent of all commercial bank 
assets. Again in each of the 16 leading financial centers, as indicated 
by the following table, the first 2 banks own more than 40 percent of 
all the commercial assets, the first 4 banks 60 percent. 


Percentage of total assets owned by largest banks in principal financial centers 














| 4largest | 2 largest Largest | 4 largest | 2 largest | Largest 
: | 
New York--- 60 | 41.6 22.0 || Dallas--_- a S4 64.9 | 32.8 
Providence 98 93.3 | 57.7 || Atlanta 92 63.9 | 33. 2 
Pittsburgh _- 87 79. 2 | 61.0 || Richmond -.--- 84 55.9 33. 2 
Minneapolis 87 76.0 } 39.7 || Kansas City--_- 75 53.7 34.3 
Cleveland -.- 97 72.3 74.7 St. Louis ae 68 53.5 | 28.0 
Boston..--- ; 83 71.6 | 52.2 || Baltimore —-_- 77 44.9 | 24.0 
Chicago -__- 84 | 66.9 34.1 || Philadelphia_____- 69 44.6 | 24.7 
DeFOIL.. -.-~<. 90 65.9 46.5 || Ws ashington _ _- 60 43.0 | 126.3 


| 


1 See interim report of the Antitrust Subcommittee, House Committee on the Judiciary on Corporate 
and Bank Mergers, p. 30 (84th Cong., Ist sess.). See also House Judiciary Report No. 1417 on H.R. 5948 
(Bank Mergers), p. 8 (84th Cong., Ist sess.). 


Source: Superintendent of banks, New York State. 


Further indicating the degree of concentration is the following table 
(Congressional Record, Mar. 14, 1957, p. 3317) showing as of June 30, 
1956, the proportion of assets for each of 54 cities which are classified 
as central reserve and reserve cities by first, the largest commercial and 
second, the five largest commercial banks 
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Assets of (1) the largest commercial bank, and (2) the 5 largest commercial 
banks as percentages of the total assets of all commercial banks in central 
Reserve and Reserve cities, 1956 








Percentages as of || | Percentages as of 
June 30, 1956 ii June 30, 1956 
City City | 
Largest | 5 largest sargest cst | 5a ) largest 
bank | banks i ank bank 
ot 
Birmingham, Ala____......-.-- 63. 35 99.33 {| Helena, Mont-............- J 55.85 100. 00 
Little Rock,.Ark : ‘ 33. 92 | 99.38 || Omaha, Nebr-__-..........- 47.93 | 93, 92 
San Francisco, Calif | 58.71 | 92. 95 New York, N.Y__..-.-.-. ee 20.99 | 65. 84 
Los Angeles, Calif____- 39.19 | 93. 44 Buffalo, N.Y eka ae -| 52.72 100. 00 
Denver, Colo. __- 22. 48 75.80 || Charlotte, N.C_.........- | 56. 21 | 97. 30 
Pueblo, Colo___.-._- aaa 50. 42 | 100. 00 Cincinnati, Ohio Sava Eat ones 33. “7 97. 50 
Washington, D.C ES, 30. 51 74. 41 Cleveland, Ohio ..._..__. ---| 46 Yi | 97.74 
Jacksonville, Fla el 34. 76 94. 90 Columbus, Ohio | : 97. 2 
Atlanta, Ga a me | 35.19 | De eee eee | 97. 61 
Savannah, Ga . a 69. 15 97. 33 Oklahoma City, Okla 88. 19 
Chicago, Ill eg St pa 25. 78 | ie bi er 92. 20 
Indianapolis, Inc c ee 41.09 96. 54 || Portland, Oreg_-........... | 99. 78 
Des Moines, Iowa_- Sal 31.17 | 91.09 || Philadelphia, Pa___._..._...-} | 79. 66 
Cedar Rapids, Iowa aaa 66. 04 100.00 || Pittsburgh, Pa__......_._-.-- | 93. 19 
Sioux City, Iowa 7 i | 25. 63 | 94.05 || Memphis, Tenn_.........-.-- | | 98. 97 
Kansas City, Kans_-__- 24.15 69. 37 Nashville, Tenn 99, 62 
Topeka, Kans____-_- Kikai 28.73 | ie OE NR Fe on a ah pin eieniere | 90. 75 
Wichita, Kans ine 47.60 | 94.37 || E) Paso, Tex ae | 100. 00 
Louisville, Ky__....----- | 30. 70 | 88. 93 Fort Worth, Tex. -_..-- cent | 88. 33 
New Orleans, La_- ; | 39. 93 100.00 || Houston, Tex al | R3. O7 
Baltimore, Md_____- 2s 23.14 86.53 || San Antonio, Tex _.-- Sao 81. 91 
Boston, Mass____.-- peu 54. 03 50.20 1 Ope, Ulin ...........6... | | 100. 00 
Detroit, Mich “ere 46. 23 | 96.68 || Salt Lake City, Utah } 32. 64 
ny nneapolis; Minn___- 38. 31 87.95 Richmond, Va__-.-.....--.--- | 92. 64 
Paul Minn -. = 55. 65 | 83.95 |] Seattle, Wash................| | 99, 67 

ae City, Mo 34. 7§ 78.80 || Milwaukee, Wis............-- | 48.19 | 83. 10 
St. Louis, Mo-__....-- | 9 | 73.21 | 





Source: Office of the Comptroller of the Currency 


And this is eee ant, Mr. Chairman and members of the commit- 
tee, the increase in banking concentration has been coupled with a 
comparative sbeeett ice in the credit extended to borrowers by the 
banking system. As banks have grown larger, they have tended to 
have fewer dealings with smaller businesses. A study conducted by 
the Federal Reserve Board several years ago shows that the very 
large banks with deposits of $500 million or more had the least num- 
ber of loans with small business of all classes of banks, the next to 
lowest dollar volume of loans with small business, and the smallest 
percentage of dollar volume of all loans with small business.t Con- 
sidering the decrease in the proportion of small banks in the financial 
community, the overall drop in credit extended, and the frequent 
resort to Government agencies for funds, as a result, it seems likely 
that the increasing trend toward concentration has at times entailed 
credit shortages especially for smaller enterprises.” 

Moreover, the present degree of concentration is contrary, I think, 
to the fundamental premise that the banking system of the United 
States should rely for its vitality on vigorous competition by a multi- 
tude of independent banks, locally organized, locally financed, and 
locally managed. Unlike other countries, such as Great Britain, Ger- 
many, and France, where a few mammoth institutions control nearly 
all the banking facilities, the American system is based on unit bank- 
ing—that is, strong, growing community banks which provide a wide 


1 See “Bank Mergers and Concentration of Banking Facilities,” a staff report to Subcom- 
a. 5 of the House Committee on the Judiciary, p. 48 (1952). 
2 Ibid. 
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range of financial services to the people in the area. It is the unit 
banking system which has played a key role in the economic develop- 
ment of thiscountry. And it 1s this kind of system, premised on inde- 
pendent banks effectively competing with each other that must be 
perpetuated and preserved. For independent banks not only act as 
a necessary balance wheel to offset the power of big business, they tend 
to provide a much healthier basis for effective community organiza- 
tion than does the absentee ownership of giant banking institutions. 
In fact, the independent bank—not the mammoth financial house— 
provides in many cases the new ideas from which widespread innova- 
tions originate. 

[ am constrained to conclude that unless additional legislative pre- 
cautions are taken of the kind here recommended to preserve the com- 
petition that still exists, there is the very real possibility that banking 
credit will be dominated to an ever-increasing extent by a small, 
tightly knit group. 

Bank merger activity: Largely responsible, in my judgment, for 
the concentration that now characterizes the banking system, has been 
a rapidly accelerating trend toward bank mergers which has been a 
major development in banking over the past 8 years. As shown by 
the following table, in the period 1950 through 1958, some 1,330 of the 
Nation’s commercial banks have disappeared by way of mergers and 
consolidations : 


Decreases in number of commercial banks because of consolidations and 


absorptions 

Number Number 

a a ee hg 96 
ik a - kr SE ee ae a eee 59 
DOs ceckssaclneh cc ethos antietece toate nies I I a oad toner as ence pase ceo 89 
Phas crteh cd aicichicnes caesar vemictedeg ean ae SE IE decried dot eres 86 
SS pi: tial ciara tatcatednthag iteicaeamaacte RT re ss ee ee hes 72 
Nixie geen aecaiaanipaaiaai ae Rac tain cca tndccdnn cits aweeeeaiecaniabi 79 
a a eral a a 93 
Be ao aricieen ved dour oncnaaninaa cacao aos ces ren ccnen eee ins M4 
Bd oy he nacescensnniads aston ine ca aboorteseneaneeete tl te ct el LS ole 75 
isi sieht anes eoionkioneiaisiendelel Ee a bki ih pelea clnkstebbaboaketied 77 
ID ita is c od cc csheesaente ie annis psicieemnnnemianagiae Ee i sacra icntes geaahiccetiteeementnnato’ 91 
a i ics aia nlc da Sigman I hi Sa cis detanoanieanlibia 82 
a a SE hr a chara i cncmnioeeiniaeencin 100 
er ee ed _ ob. See ns undawceetadecdbhonontin 116 
Ds waists tons echt Socal dladeeatiieha eee rt Se 207 
Tn ntcihelts: A odcniettignintieupensbctbanbinnntict Be i eiicietin i ermdbciniacternamaam 232 
a a cea aban nice cael a i eaten elias 189 
I ree ere ae eee I Ue csccstet cece aries ona 5 accent 162 
I h ccthcudacedue deta titsStaintnentinternhinceetccous Tees A dipabcetoceeras 151 


Source: Federal Reserve Board, 


Of these 1,300 mergers and consolidations, 731 or over one-half in- 
volved national bank transactions approved by the Comptroller of 
the Currency. Total resources of the Tanks absorbed in these national 
bank mergers amounted to $11,303,146,733. 

Another matter that I know is of interest to this committee is the 
gradual decline in the total number of banks in the Nation. During 
the last 35 years the banking population of the Nation has been re- 
duced by more than half; in 1921 there were more than 30,000 banks 
serving the Nation’s creditors and depositors as compared to approxi- 
mately 13,500 at the present time. True, a large share of the Nation’s 
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losses occurred prior to 1933 because of the depression when approxi- 
mately 9,000 banks were forced to suspend operations during the 4- 
year period between 1930 and the end of 1933. However, as Chair- 
man Martin of the Federal Reserve Board, testified : 

Since 1933 the merger movement has been the major factor in the gradual 
decline in the total number of banks.° 

The fact is that the banking population of our country is at a 35-year 
low despite the postwar boom, despite the 286 percent growth in bank 
assets, despite the new high level of loans and deposits, despite the 
greatly increased use made of banking services, and despite the enor- 
mous growth in the number of depositors. 

The continued downtrend in the number of the Nation’s banks is 
even more striking when examined on a regional basis. In my own 
state, New York, for example, where New York City is widely recog- 
nized as the financial capital of the world, there were 611 State- 
chartered banks in 1926. The State’s banking structure in New York 
weathered the depression with the loss of less than 100 banks between 
1929 and 1933, and by 1935 New York State had 471 chartered banks 
in operation. Yet the number of banks kept decreasing until there 
are now less than 380, a loss almost as severe as that suffered in the 
depression years. : 

Let me make it clear that I would not quarrel with the reduction in 
the number of independent banks, if thereby only weak banks were 
eliminated. The fact is, however, that the banks that have been 
absorbed in merger activity during the past number of years have 
not been for the most part the financially weak. Nor have they been, 
in the main, the specialized, the poorly organized, or the inefficiently 
managed. QOn the contrary, most of the banks that have been 
absorbed have been growing, efficient, profitable, vigorously competi- 
tive banks taken over at. peak earning capacity. In short, the merger 
pattern is not predominantly a situation where two or more small, 
inadequately financed or managed banks, falling behind in the com- 
petitive race, seek by merging to form a big integrated institution, able 
to compete on equal terms. Indeed, a large percentage of mergers 
involved one or more giant banks having assets of $100 million or 
more. And a large percentage of the absorbed banks had assets in 
excess of over $50 million.t| Furthermore, many of these mergers 
have been primarily the outgrowth of a deliberate effort on the part 
of certain banks to expand their banking facilities, add to their 
capital and depositors, and, in general, increase their overall financial 
strength in-the economy. 

It is simply, in my estimation, the stretch for greater and greater 
power, and the phrase “power begets power” is applicable here. As 
Shakespeare once said, it is excellent to have a giant’s strength, but 
it is tyrannous to use it like a giant, like, I would add, these giant 
banks are doing, particularly in my own State of New York. Many 


% Hearings before Antitrust Subcommittee, House Committee on the Judiciary on “Cur- 
rent Antitrust Problems,” p. 2177 (84th Cong., 1st sess.). : 

*For a list showing the resources of each bank absorbed in a merger transaction ap- 
proved by the Comptroller of the Currency in the period 1950-56, see “Hearings Before 
Antitrust Subcommittee, House Committee on the Judiciary on H.R. 264 and H.R. 2143 
(Premerger Notification),”’ PR. 146-171 (85th Cong., ist sess.). See also “Hearings 
Before House Banking and Currency Committee on S. 1451 and H.R. 7026 (Proposed 
Financial Institutions Act of 1957),” pp. 581-614 (85th Cong., 1st sess.). 
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REGULATION OF BANK MERGERS Q] 


of these banks are continuously flexing their muscles and are elbowing 
little banks off the sidewalk. 

I would say that one of the reasons they have advanced for mergers 
is that they can get more money for their stock, the market price 
often brings more than the book value. That is no reason for merger. 
That may be a good reason for merger for a nonbanking operation, 
but a bank is a quasi-public utility over which the State or the gov- 
erning powers have some control, and the operators of those banks 
should and must assume some social responsibility to the community. 

Take New York City, for instance, where there occurred in 1955 
the three largest mergers in the history of the country in terms of 
total deposits. In March of that year the Chase National Bank with 
total assets of $5,669 million merged with the Bank of Manhattan Co. 
with assets of $1,629 million and the Bronx County Trust Co. with 
assets of $76 million. This merger provided the new entity, the Chase 
Manhattan Bank, with total assets of $7,374 million, or 21.7 percent 
of the total assets of all banks in New York City and jumped it to 
first place in New York City and second place in the Nation. 

Also in March 1955 the National City Bank of New York, previ- 
ously the second largest bank in the United States with assets of 
$5,767 million took over the First National Bank of New York which 
had total assets of $713 million. The new combination, the First Na- 
tional City Bank, then ranked second in the area with assets of $6,480 
million, or 19.1 percent of the total. 

Less than a month later the Bankers Trust Co. with assets of $2,207 
million acquired the Public National Bank & Trust Co. of New York 
which controlled assets comprising some $562 million. This was only 
the last of a series of acquisitions by Bankers Trust Co. which has 
been taking over other banks at a rapid rate for the last several years. 
Thus, since 1950 Bankers Trust Co. has absorbed such substantial 
banking institutions as the Title Guarantee & Trust Co., Lawyers 
Trust Co., the Flushing National Bank, the Commercial National 
Bank & Trust Co., and the Bayside National Bank. 

In December 1954 the Chemical Bank & Trust Co., with assets of 
$2,081 million, combined with the Corn Exchange Bank & Trust Co., 
which had assets of $821 million, to form the Chemical Corn Ex- 
change Bank which now has total assets of $2,902 million. 

In part, because of this merger activity, New York City now has 
only 56 commercial banks, whereas at the opening of the century it 
had 127. Further, the city’s four largest banks control 61 percent of 
all deposits, whereas in 1900 the four largest had only 21 percent of 
the total deposits. 

Nor is the merger activity in New York City at an end. Of great 
competitive significance is the proposed merger between the Guaranty 
Trust Co. of New York and J. Pierpont Morgan & Co., both of which 
are engaged in commercial banking in the city of New York pri- 
marily as wholesale banks. Guaranty Trust is the ninth largest bank 
in the Nation, while J. P. Morgan is the 22d largest. This merger not 
only would result in the new entity becoming the fourth largest bank 
in the Nation, it would accelerate the merger trend among other city 
banks. As reported in Business Week of January 10, 1959— 

New York bankers predict that if and when [this] merger goes through, a series 


of competitive realinements will result that won’t end until a new “balance of 
power” is established among New York banks. 
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What I say about New York is also applicable in other parts of the 
country, in such cities as Philadelphia; Providence; Boston; Cleve- 
land; Dallas; Kansas City; Cincinnati; Baltimore; Washington, 
D.C.; Houston; Indianapolis; Hartford; Portland, Oreg.; and W il- 
mington, Del. 

I would emphasize that the New York situation is by no means a 
local phenomenon. Other leading financial centers have likewise ex- 
perienced a similar rash of bank | merger activity. In Philadelphia, 
Pa., forexample, the Pennsylvania Co. for Trusts & Banking, the sec- 
ond largést bank in the area with total assets of $805 million, merged 
with the First National Bank which was fifth in size with total assets 
of $218 million. The consolidated bank had total assets of about $1,023 
million, making it the largest banking institution in the area with con- 
trol of 25.3 percent of tot: tal banking assets. Prior to that in 1953 the 
Tradesman’s National Bank & Trust Co., with total assets of $139 
million, merged with the Land Title Bank & Trust Co., which had 
assets of $96 million. Also in 1953 the Girard Trust Corn Exchange 
Bank, with assets of $579 million, acquired the National Bank of 
Germantown, with assets of $39 million. The Girard Trust Corn Ex- 
change Bank itself resulted from a merger in 1951 between the Girard 
Trust Co., one of the hundred largest banks in the United States, and 
the Corn Exchange National Bank & Trust Co., another leading 
bank. — 

In Pittsburgh, Pa., the Mellon National Bank & Trust Co., has 
risen after a long series of mergers to a point where it has assets of 
$1,861 million representing 61 percent of the total assets in that area. 
Between January 1950 and the end of 1954, Mellon National had ab- 
sorbed at least 13 other banks, many of them small, independent banks 
which had previously served depositors and borrowers in the subur- 
ban communities in the Pittsburgh area. In 1948, eight banks had 
been merged or consolidated by Mellon National and in 1947 it had 
absorbed two large banks in Pittsburgh and seven banks in the ad- 
jacent suburbs. 

In Providence, R.I., the Industrial Trust Co., with assets of $312 
million, merged in 1954 with the Providence Union National Bank, 
with assets of $168 million, which gave the resultant Providence In- 
dustrial National Bank control of some 57.7 percent of all banking 
assets in that city. 

In California the First Western Bank & Trust Co., of San Francisco, 
a subsidiary of Transamerica Corp., absorbed 14 other California 
banks in 1954 and increased its assets in the process from $333 million 
to $798 million. 

Many other cities have also experienced analagous bank merger 
activity in the last several years, for example, Boston; Cleveland; 
Dallas; Kansas City, Mo.; Cincinnati; Baltimore; Washington, D.C.; 
Houston; Indianapolis; Hartford ; Portland, Oreg.; and Wilmington, 
Del 

As a result of the depletion in the ranks of the country’s banks — 
through mergers, competition among banks has been lessened in com- 
munities throughout the Nation. What is more, over 76 counties in 
the United States have no commercial banking facilities whatsoever, 


5 See interim report of the Antitrust Subcommittee, House Committee on the Judiciary 
on “Corporate and Bank Mergers,” pp. 28-30 (84th Cong., 1st sess.). 
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while more than half the counties in the United States have only three 
or fewer banks serving the needs of the community. Hundreds of 
small, rural American communities have become “bankless” towns and 
many others are served by only one bank in place of the two or three 
which existed in the 1920's. 

The conclusion is inescapable, gentlemen, as the Federal Reserve 
Board testified before our Antitrust Subcommittee, that the bank 
merger trend is a matter of deep concern. This is particularly true 
since competition is one of the strongest factors safeguarding a sound 
banking system. To quote from the testimony of the Chairman of the 
Reserve Board in June 1955: ® 

The CHAIRMAN. And would you say, as a very distinguished and very efficient 
head of the Federal Reserve Board that this merger movement is a matter of 
deep concern to you and your colleagues on the Board? 


Mr. Marrin. It is, indeed, Mr. Chairman. As we note in a later paragraph, 
it is a matter that we have given a great deal of thought to. 


Mr. Martin added: 


I would like to reiterate, Mr. Chairman, that this is a trend which has given 
us Very serious concern * * *° 

In March 1957, Mr. Martin of the Reserve Board again emphasized 
that the bank merger trend was a matter that gave ‘the Board very 
serious concern.® 

Present provisions of federal Jaw dealing with bank mergers are 
inadequate: Under the National Banking Act, approval of the Comp- 
troller of the Currency is required for any merger between national 
banks, or between a national bank and a State bank, where the re- 
sultant institution is a national bank.’ In addition, the Federal De- 
posit Insurance Act ?° requires that approval of certain mergers must 
be obtained from the Federal Deposit Insurance Corporation, the 
Comptroller of the Currency, or the Federal Reserve Board, as the 

case may be, but only where the capital stock or s surplus of the result- 
ing bank will be less than the aggregate stock of the two institutions 
combined. Also, approval of the Federal Deposit Insurance Corpora- 
tion is required for mergers between insured and noninsured banks," 
None of these Federal banking statutes applicable to mergers, deals 
substantively with competition in the field of banking, and in no case 
is the competitive impact of the merger a necessary element to be con- 
sidered by the Federal banking officials in deciding whether or not to 
grant approval. 

Bank mergers are also circumscribed by the provisions of the 
Sherman Act of 1890 which prohibits combinations in restraint of 
trade, attempts to monopolize, or monopolization of trade or com- 
merce. Illegality is established by proof that the merger has actually 


“Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on 
current Antitrust Problems,” p. 2159 (84th Cong., Ist sess.). 

( 2165. 

“He Pe Before Antitrust Subcommittee, House Committee on the Judiciary on 
H.R. 264 and H.R. 2148 (Premerger Notification),”’ p. 229 (85th Cong., Ist sess.). For 
a contrary view that the merger trend is not a matter of serious concern, see testimony of 
cemptrotier of the Currency before House Antitrust Subcommittee in March 1957. 

p. 182 

"8 46 Stat. 1048, Public Law 240, 65th Cong., 2d sess. (1918), 12 U.S.C., sec. 33; 
44 Stat. 1224, Public Law 639, 69th Cong., 2d sess. (1927), 12 U.S.C., see. 34a. Approval 
of the Comptroller of the Currency is not required where a national bank leaves the 
national system by consolidation or merger with a State bank. 

064 Stat. 873, Public Law 797, 81st Cong., 2d sess. (1950), 12 U.S.C., sec. 1828(c). 
164 Stat. 873, Public Law 797, Sist Cong., 2d sess. (1950), 12 U.S.C., see. 1828(c). 
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resulted in an unreasonable lessening of competition; it is immaterial 
whether the merger was accomplished by stock or asset acquisitions. 

Section 7 of the Clayton Act of 1914, on the other hand, deals spe- 
cifically with corporate and bank mergers and bans those achieved by 
stock purchases where there is a reasonable probability of a sub- 
stantial lessening of competition or a tendency to monopoly. Re- 
sponsibility for enforcing the section insofar as banks are concerned 
is vested concurrently in the Attorney General and the Federal Re- 
serve Board. 

Section 7 was designed to stop mergers beyond the reach of the 
Sherman Act but its failure to include mergers accomplished by asset 
acquisitions resulted in a loophole which so far as nonbanking cor- 
porations are concerned was closed by passage of the Celler-Kefauver 
Act of 1950. Moreover, because of revisions made in subsequent ver- 
sions of various antimerger bills, it became impracticable to include 
within the scope of the Celler-Kefauver Act corporations other than 
those subject to the jurisdiction of the Federal Trade Commission. 
This left asset acquisitions by banks unaffected by the new law since 
authority to enforce the provisions of section 7 dealing with banks 
is vested in the Federal Reserve Board and not in the Federal Trade 
Commission. 

Beyond this, virtually all bank mergers are accomplished by asset 
acquisitions by virtue not only of provisions of Federal law prohibit- 
ing member banks of the Federal Reserve System, with a few excep- 
tions, from purchasing corporate stocks, but also of various State 
statutes prescribing similar limitations. For these reasons, section 7 
of the Clayton Act has little value in coping with the mounting trend 
of bank merger activity. In fact, since section 7 was adopted in 
1914, only one proceeding has been instituted—that a case brought 
by the Federal Reserve Board against the so-called Giannini group 
controlling Transamerica. - 

To close this loophole in section 7 and provide Federal enforcement 
agencies with the same authority to move against bank mergers accom- 
plished by asset acquisitions, I introduced H.R. 5948 in the 84th Con- 
gress. This bill was adopted by the House without dissent on Febru- 
ary 6, 1956, but was not brought up on the Senate floor for vote.” 
I might add that the measure was in accordance with the President’s 
recommendations submitted to the Congress in 1956 and repeated in 
1957, 1958, and 1959, calling for revision of antitrust legislation to 
cover the bank mergers accomplished by asset acquisitions." 

One month after House passage of H.R. 5948, the Acting Secretary 
of the Treasury transmitted to the Senate and House proposed legis- 
lation to amend the banking statutes (specifically section 18(c) of the 
Federal Deposit Insurance Corporation Act) so as to give Federal 
banking agencies sole jurisdiction to approve or disapprove bank 
mergers. This Treasury Department recommendation was designed, 


I believe, to head off Senate passage of H.R. 5948. We have the. 


anomalous position of the President recommending something else. 


12 During the 84th Cong., I sponsored a subsequent bill dealing with premerger notifica- 
tion (H.R. 9424) which incorporated the provisions of H.R. 5948, H.R. 9424 was passed 
by the House without dissent on Apr. 16, 1956, and was reported favorably by the Senate 
Judiciary Committee on July 27, 1956, too late for final Senate action. 

13See “Economic Report of President,” Jan. 23, 1956, pp. 78-79; ‘“‘Economic Report of 
President,” Jan. 23, 1957, p. 51; “Economic Report of President,” Jan. 20, 1958, p. 64; 
“Economic Report of President,”’ Jan. 20, 1959, p. 53. 

















































REGULATION OF BANK MERGERS 95 


rial Of course, that is not too infrequent in this administration. More- j 
ons. | over, it was contrary to the President’s recommendation seeking re- ‘| 
spe- vision via antitrust legislation to cover bank mergers accomplished by 2 
1 by asset acquisitions as envisaged by my bill, H.R. 5948. In any event, 
sub- | a Senate bill embodying the Treasury proposal was adopted by the t 
Re- Senate in the 84th Congress and again in the 85th Congress as section 
med 23, chapter 5, title II] of the proposed Financial Institutions Act of ; 
Re- | 1957. S. 1062, the subject of the present hearings, is identical with 
, these earlier proposals. 
the | Let me make it clear that despite the foregoing considerations, 
asset | amendment of the banking laws in this area would not be inconsistent 
cor- | with amendment of the antitrust laws to cover bank mergers accom- 
uver plished by asset acquisitions provided that changes as here recom- 
ver- mended are made in S. 1062. Indeed, to assure against the Judiciar 
lude | and the Banking Committees working at cross purposes with cant 
than other in respect to this problem, the Antitrust Subcommittee of the 
sion. House Judiciary Committee is deferring temporarily consideration of 
since H.R. 4152, a bill I introduced last month which would plug the bank- 
anks ing loophole in section 7 of the Clayton Act. ‘ 
‘rade Summary of S. 1062: It is against this background that I turn to : 
S. 1062 offered by the distinguished gentleman from Virginia, a r 
asset former member of the House, present chairman of this committee. 
\ibit- That bill would, first, expand provisions of existing law so as to re- 
xKcep- quire prior approval by the appropriate Federal bank supervisory 
State agency for every merger or consolidation involving insured banks. 
ion 7 Second, in granting or withholding consent, the Comptroller of the ‘ 
trend Currency, the Federal Reserve Board, or the Federal Deposit In- : 
od in surance Corporation, as the case may be, would be required to consider # 
yught not only the usual banking factors, but also to “take into consideration 
rroup whether the effect (of the propeees transaction) may be to lessen 
competition unduly or to tend unduly to create a monopoly.” Finally, 
ment the appropriate supervisory agency would be required to consult the 
-com- other two Federal banking agencies on the question of competition 
Con- and “may also request the opinion of the Attorney General with re- 
‘ebru- spect to such question,” although there may be no requirement to do so, 
vote.” Competitive considerations are virtually ignored: Under the bill, 
dent’s competitive considerations would be only one of the various factors 
fed in that would have to be taken into account by the appropriate Federal i 
ion to banking agency in scrutinizing a proposed bank merger. Beyond this, 
n entirely novel test is proposed, namely, whether the acquisition 4 
‘etary “may lessen competition unduly or tend unduly to create a monopoly.” 
legis- Indisputably this proposed standard is far weaker than that of sec- 
of the tion 7 of the Clayton Act which applies to other businesses and pro- i 
ederal hibits any merger where the effect of the acquisition may be substan- ; 
bank tially to lessen competition, or to tend to create a monopoly.” . 
igned, Moreover, in the 69 years since passage of the Sherman Antitrust 
ve the, Act no suggestion has been made that its provisions designed to pre- 
y else. vent clogs on competition did not apply equally to banking and non- 
banking corporations. Nor are the characteristics of the banking 
notifics: industry so unique as to justify such departure. As the Comptroller 
> Senate of the Currency has testified, “it is no less important to have compe- 
uit'a tition in banking, when this can be done soundly, as it is in other : 


, p. 64; 
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fields of commerce and industry.” ** In these circumstances, I must 
view with the utmost gravity a proposed standard that would provide 
for the banking industry a preferred and favored position. 

It will be recalled that the term “substantially lessen competition” 
has been imbedded in Federal jurisprudence for 45 years in the 
course of which it has received judicial content by way of numerous 
court interpretations. If we discard this standard for the vague * 
and novel standard of “unduly,” we would tind ourselves in a sea of 
trouble.” It took years and years to determine through court inter- 
oretations what the term “substantially to lessen competition” means. 
Should S. 1062 be adopted in its present form, not only would the 
courts have to start all over again in interpreting a vague and un- 
tested term, there would be created—and without justification—a dual 
standard, one for banks, another for nonbanking corporations. The 
force of these considerations was noted by the chairman of the Federal 
Reserve Board. He testified: 


We recognize * * * that you have a legal groundwork for substantial lessen- 
ing competition already in the framework of the law and that it may not be 
possible to use “‘unduly lessening competition.” » 


Indeed the present Comptroller of the Currency testified before our 
Antitrust Subcommittee as follows: 


We have tio objection to the principle that the acquisition of one bank by an- 
other through purchase, merger, or consolidation should not be permitted if the 
effect of the acquisition may be substantially to lessen competition. It is no less 
important to have competition in banking, when this can be done soundly, as 
it is in other fields of commerce and industry. [Italic supplied.] 


Beyond that, it must be recognized that if the Congress should 
adopt the standard here proposed and proscribe only bank mergers 
which tend unduly to monopoly, then the Congress in effect would 
be placing its imprimatur of approval on mergers which tend to 
monopoly. Stated otherwise, adoption of the “unduly” standard 
would mean that it is the policy of Congress that a bank merger which 
tends to monopoly is in the public interest ; that only if it tends unduly 
to monopoly should it be banned. Apt in this connection is the com- 
ment of Judge Barnes, former head of the Antitrust Division: 


I think that when we talk about tendency unduly to create a monopoly it seems 
akin to speaking of a man that is not unduly dishonest. I think that we have 
to pause a little bit to consider if that is exactly what we mean.”* 


% “Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on 
H.R. 5948 (Bank Mergers),” p. 71 (84th Cong., 1st sess.). Similarly, in radio and 
television broadcasting, while licensing by the Federal Communications Commission is 
required as a condition of entry and while the Commission has detailed statutory power 
of regulation over broadcast stations, the antitrust laws are fully applicable. See U.S. v. 
Radio Corporation. of America (U.S. Supreme Court, Feb. 24, 1958) holding that approval 
by the Commission of a station exchange does not bar the transaction from attack by the 
Attorney General under the antitrust laws. 

%* The following illustrates the vagueness of the proposed standard: The Comptroller 
of the Currency was requested to supply the Antitrust Subcommittee with a list of the 
types of bank-merger situations his office would approve under a test based on a statutory 
provision requiring that consideration be given to whether the effect thereof may be “‘to 
lessen competition unduly or to tend unduly to create a monopoly” but would not approved - 
under a test based on a provision reading “substantially to lessen competition or to tend 
to create a monopoly.” In reply the Comptroller advised the Subcommittee that after 
having studied the matter carefully, “it was not feasible to supply such a list in the form 
suggested.” ‘‘Hearings Before the Antitrust Subcommittee, House Committee on the 
ot on H.R. 264 and H.R. 2143 (Premerger Notification),’”’ 194 (85th Cong., 

st sess.). 

“Hearings Before Antitrust Subcommittee, Senate Committee on the Judiciary on 
8S. 3341, et al. (Premerger Notification),” p. 52 (84th Cong., 2d sess.). 

“Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on 
H.R. 5948 (Bank Mergers),” p. 71 (84th Cong., Ist sess.). 

%“Hearings Before Antitrust Subcommittee, Senate Judiciary Committee on S. 3341 
(Premerger Notification), p. 157 (84th Cong., 2d sess.). 
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Pertinent in this regard also is testimony by the Comptroller of the 
Currency before our subcommittee. 
I asked the Comptroller: 


The CHAIRMAN. Mr. Comptroller, as I get it, you would proscribe a merger 
which tends unduly to monopoly. 

Mr. GIpNEY. Yes. 

The CHAIRMAN. Is that right? 

Mr. GIDNEY. Yes. 

The CHAIRMAN. Then, the converse, it strikes me, would be true: That in your 
judgment, then, a bank merger that tends to monopoly only, is in the public 
interest. 

Mr. Gipney. I don’t—— 


Senator Keating said to Mr. Gidney : 


Watch out. 

Mr. Gipney. I hear something I don’t understand too well. 

The CHAIRMAN. I want you to watch out and listen very carefully. You would 
proscribe or prevent a merger than tends unduly to monopoly—— 

Mr. GIDNEY. Yes. 

The CHAIRMAN. Then it strikes me if that is sound, then the converse must be 
true: That in your judgment a bank merger that only tends to a monopoly is in 
the public interest? 

Mr. GIpNEY. Well, we merely have to find it is not contrary to the public in- 
terest, don’t we? 

The CHAIRMAN. Yes, you have got to find it; but when you say it is unduly, 
then it is against the public interest 
Mr. GipNEy. Yes, that is right. 

The CHAIRMAN. If it is not unduly, then it is in the public interest and you 
let it go on. 

Mr. GIpDNEY. Well, do we have a neutral position somewhere there? Are 
we— 

The CHAIRMAN. At least you do not take any action then. 

Mr. Gipney. That is right. We have a certain amount of free enterprise, 
even in the banking system, and if it is not against the public interest, why 
should we— 

The CHAIRMAN. In other words, you figure that in the interests of free enter- 
prise, you would allow the thing to go along, even if it tends to monopoly so long 
as it does not unduly 

Mr. GIDNEY. I won’t accept that, because my difficulty is this “tends” business. 

The CHAIRMAN. Is that not what you really say? You say you only prevent 
it when it “unduly” tends to monopoly. 

Mr. GipneEy. That is to give us—— 

The CHAIRMAN. Therefore, if it does not “unduly” tend to a monopoly, then 
in the interests of free enterprise you let it go on without taking any action, 
even if it only tends to a monopoly and does not tend unduly to a monopoly. 

Mr. GIpNEY. Well, things are a matter of degree. I think we want the word 
“unduly” in there so that this “tends” word is something that we can live with 
and understand. In other words, we can haye—— 

The CHAIRMAN. Then your answer is “Yes,” is that it? 

Mr. Gipney. I don’t think I want to say “Yes” on that, sir. I don’t under- 
stand it well enough.” 











Well, that gives you some idea of the operation of Mr. Gidney as to 
What is meant by “unduly” or “an undue monopoly.” 

In these circumstances, I am constrained to agree with the Attorney 
General, who testified on a previous bill identical with S. 1062: 

First, the proposed banking legislation prescribed for bank mergers would 
Weaken section 7 standards. The factor of competition would be only one of 
humerous considerations to be taken into account by a banking agency in sean- 
ning a merger. Beyond that, the competitive considerations of section 23 speci- 
fied, whether the acquisition may “lessen competition unduly or tend unduly to 


_ 





19 “Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on 
H.R. 264 and H.R. 2143 (Premerger Notification),” p. 73 (85th Cong., 1st sess.). 
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create a monopoly” are completely novel and are intended simply to be less 
stringent than those specified by the Clayton Act, section 7, for other American 
business. As the result, not only does that proposal prescribe pale antitrust 
standards, but even that lesser standard is only one of many factors banking 
agencies must consider. All told, then, that proposal does little more than give 
“lipservice” to insure competitive enterprise in banking. Banking agencies them- 
selves recognize inherent difficulties in construing this jerry-built standard. 
While relevant language of the Clayton Act, section 7, has been on the books for 
almost a half century, proposed section 23’s “unduly” phrasing is completely 
novel. [Emphasis supplied.]” 


The short of the matter is that as former Assistant Attorney Gen- 
eral Barnes testified the “proposal does little, if anything, to insure 
competitive enterprise in banking. Any pretense that it does seems 
to me hardly more than sham.”*! That is the language of Mr. 
Barnes. 

The contention has been made that a test of “undue lessening of 
competition” would provide greater flexibility by permitting the ap- 
proval of mergers and consolidations which for particular reasons 
would not be contrary to the public interest. It must be recognized, 
moreover, that in some circumstances a transaction may not be con- 
trary to the policy of the antitrust laws even though it may lessen 
competition. Thus, in the /nternational Shoe Company case (280 U.S. 
291), the Supreme Court held that where the concern acquired is: 

a corporation with resources so depleted and the prospect of rehabilitation so 
remote that it faced the grave probability of business failure * * * the purchase 
of its capital stock by a competitor (there being no other prospective purchaser), 
not with a purpose to lessen competition, but to facilitate the accumulated busi- 
ness of the purchaser and with the effect of mitigating seriously injurious conse- 
quences otherwise probable * * * does not substantially lessen competition or 
restrain commerce within the intent of the Clayton Act. © 

On the same principle, the acquisition by a bank of the assets of an- 
other bank would not be precluded under the “substantially” test 
where otherwise there would be a reasonable probability of the ulti- 
mate failure of the acquired bank or where, because of inadequate man- 
agement, the acquired bank’s prospects for survival seem dim. 

In addition to the acquisition of a bank which otherwise would be 
faced with a possibility of failure, there are other circumstances in 
which, from a banking standpoint, the acquisition of a bank by another 
bank may be in the public interest. For example, where the acquisi- 
tion is the most practicable means of dealing with a problem ‘beak 
having inadequate capital or unsound assets or where the acquired 
bank has not adequate provision for management succession. Also, 
where several banks in a small town are compelled by an overbanked 
situation to resort to unsound competitive practices which may even- 
tually have an adverse effect upon the condition of the banks, the 


» “Hearings Before Antitrust Subcommittee, House Committee on the Judiciary on 
H.R. 264 and H.R. 2143,” p. 73 (84th Cong., Ist sess.). To similar effect, see testimony 
of Assistant Attorney General Hansen, ‘Hearings Before House Banking and Currency 
Committee on S. 1451 and H.R. 7026 (Proposed Financial Institutions Act of 1957),” 
p. 1031 (85th Cong., 1st sess.) ; testimony of Assistant Attorney General Barnes, “‘Hearings 
Before Antitrust Subcommittee, Senate Judiciary Committee on S, 3341, et al. (Premerger 
Notification),” p. 156 (84th Cong., 2d sess.). 

2 “‘Hearings Before Antitrust Subcommittee, Senate Committee on the Judiciary on 
S. 3341 et al. (Premerger Notification),” p. 157 (84th Cong., 2d sess.). 

22The Department of Justice has given firm assurance that such mergers would be 
permitted under the “substantially” standard. See testimony of Assistant Attorney 
General Hansen before House Banking and Currency Committee on S. 1451 and H.R. 
7026 (“Proposed Financial Institutions Act of 1957’’), pp. 180-131 (S5th Cong., 1st sess.). 
See also testimony of Attorney General Brownell, Subcommittee, Senate Banking and 
iotaaen Committee on “Proposed Financial Institutions Act,” p. 1014 (85th Cong., 

st sess.). 
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merger of two or more of the banks may well be in the public interest. 
The same principle applies where there are not adequate banking facil- 
ities. ‘These various situations are illustrative of the circumstances 
where the consummation of the transaction would not be contrary to 
the public interest and not be banned under the “substantially” test. 
However, should there be any doubt in this respect, I would recom- 
mend that the report of this committee on the proposed legislation 
make this crystal clear.** 

Manifestly, therefore, these “banking” factors do not make necessary 
abandonment of the “substantially” test. In addition to that, adoption 
of “unduly” would mean that there would be one standard for bank 
acquisitions by other banks, another for bank acquisitions by holding 
companies—and that is important to remember, you would have a dif- 
ferent standard with reference to bank mergers in holding com- 
panies—even though there is no real distinction between the two kinds 
of transactions. It will be recalled that under the Bank Holding 
Company Act, section 3,°* the applicable standard for bank acquisi- 
tions is whether in any line of commerce in any section of the country 
the effect of such acquisition may be substantially to lessen competi- 
tion or to tend to create a monopoly. This is indicated by the follow- 
ing extract from a letter which the Vice Chairman of the Federal} 
Reserve Board sent to me on January 18, 1957: 

Section 11 of the Bank Holding Company Act of 1956 provides that nothing 
therein shall be interpreted as approving any action which may be in viola- 
tion of existing law, nor is anything herein to constitute a defense to any action 
or proceeding on account of any prohibited antitrust action or conduct. Also, as 
you indicate, under the Celler-Kefauver amendment to section 7 of the Clayton 
Act the test is whether the effect of the acquisition may be substantially to lessen 
competition or to tend to create a monopoly in any section of the country. 

Section 3(c) of the Bank Holding Company Act requires the Board, in passing 
upon each application by a bank holding company for approval of its acquisi- 
tion of bank stock, to consider certain specific factors, including whether or not 
the effect of the proposed acquisition would be to expand the size or extent of the 
holding company system beyond limits consistent with the public interest and the 
preservation of competition in the field of banking. The concept involved in this 
factor is a broad one, and in the Board’s opinion adequate consideration of the 
facts in this regard necessarily involves consideration of the standards men- 
tioned in section 7 of the Clayton Act—that is, whether in any line of commerce 
in any section of the country the effect of such acquisition might be substan- 
tially to lessen competition or to tend to create a monopoly. [Emphasis 
supplied.) * 

On the other hand, the test for an acquisition of one bank by an- 
other would be whether the effect of the transaction “may be to lessen 
competition unduly or to tend unduly to create a monopoly.” Be- 
yond the fact that there is no basis for such distinction, the Federal 
Reserve Board would be faced with the grotesque task of having to 
administer dual standards involving similar types of transactions. 
That is with holding companies on the one hand and with bank ac- 
quisition without holding companies on the other hand. Thus in the 
case of a merger where the resulting institution is a State member 
bank, the Board, as the appropriate Federal supervisory agency, 





*%See House Judiciary Rept. No. 1417 on H.R. 5948 (“Bank Mergers’), pp. 5-6 (84th 
Cong., 1st sess.). 
' “uae Financial Institutions Act of 1957,” subsec. (c), sec. 54, ch. 9, title II 
Pp. P 

* See opinion of the Federal Reserve Board, In Matter of Application of Firstamerica 
een. docket No. BHC-46, pp. 22 et seq. See also dissenting statement of Gov. 
. L. Robertson. 
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would be obliged to follow the “unduly” test. But in the case of a 
merger involving a bank holding company, the Board would be 
obliged to follow the “substantially” test. The short of the matter is 
that confusion would be compounded on confusion. 

There is yet another consideration, namely, that the proposal would 
weaken the competitive standards which the Comptroller of the Cur- 
rency now professes to follow—and I use the words “professes to fol- 
low” advisedly with respect to bank mergers. As previously indicated, 
approval ef the Comptroller of the Currency is required in all cases 
of mergers between national banks, or between a national bank and a 
State bank where the resultant institution is to be operated under a 
national charter. I point out that the Comptroller of the Currecy 
has stated on numerous occasions that before granting merger ap- 
proval, he will determine whether its effect in any section of the 
country may be substantially to lessen competition or tend to create 
a monopoly; that he will determine, in short, whether the transac- 
tion is violative of the policy of the Celler-Kefauver Act. More- 
over, the Comptroller has stressed that he would not approve any 
bank merger or consolidation which he thinks would be a violation 
of the principles of this act. Thus, in a letter to me dated March 14, 
1955, the Comptroller of the Currency stated in part: 

In determining whether the approval of this office will be given to any merger 
or consolidation, the Comptroller considers, among other things, how the pro- 
posed merger will affect the particular banks involved, the soundness of the 
national banking system, and the convenience and needs of the community con- 
cerned. There may be a technical question as to the specific application of sec- 
tion 7 of the Clayion Act tu these mergers. However, it hus been tie practice of 
the Comptroller before giving his approval to determine whether the effect of 
the merger, “in any section of the country * * * may be substantially to lessen 
competition, or to tend to create a monopoly.” [Emphasis supplied.] ™ 

Again in March 1957, and again, that appeared in the colloquy of 
Mr. Maletz and Mr. Gidney, the Comptroller testified as follows: 

Mr. Materz. Is it your practice * * * not to approve any bank merger where 
the effect may be substantially to lessen competition or tend to create a monopoly? 

Mr. GIpDNEY. I say, that has been our)practice. We have not approved any where 
it could be. 

Mr. Maerz. That is your practice? 

Mr. GipNrey. We have not approved where it could be shown.” 

The fact is, however, that from 1950 through 1958, the Office of the 
Comptroller approved 731 bank mergers and consolidations involving 
in respect to banks absorbed total resources of approximately $11 bil- 
lion.** During the period from 1950 to May 1955, that Office did not 
disapprove a single merger application on the basis of competitive 
considerations, Mr. Gidney did not suit action to word; he did not 
suit action to his intentions as disclosed to me in that letter and as de- 
veloped in the colloquy before my committee. The report of our Sub- 


























**See Congressional Record, vol. 101, pt. 3, pp. 3307-3308 (84th Cong., 1st sess.). 
See also ‘‘Hearings Before Antitrust Subcommittee, House Committee on the Judiciary, on 
Current Antitrust Problems,” pp. 452-453, 493 (84th Cong., Ist sess.). 

“Hearings Before Antitrust Subcommittee, House Committee on the Judiciary, on 
H.R. 264 and H.R. 2143 (Premerger Notification),” p. 143 (85th Cong., 1st sess.). 

2% “Hearings Before Antitrust Subcommittee, House Committee on the Judiciary, on 
Current Antitrust Problems,” p. 451 (84th Cong., 1st sess.). 


This information has been brought up-to-date in a letter I received from the Comptroller 
of the Currency dated Mar. 16, 1959. 
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committee on “Corporate and Bank Mergers,” issued in December 


1955, made the following comment in this connection: 


Comptroller of the Currency, Ray M. Gidney has indicated that before giving 
his ap provi il to any bank merger or consolidation coming within his jurisdiction, 
he will determine whether its effect in any section of the country may be sub- 
stantially to lessen competition or tend to create a monopoly; in short, he will 
determine whether the merger is violative of the policy of the Celler-Kefauver 
Antimerger Act. Mr. Gidney has stressed that he would not approve any bank 
merger or consolidation which he considers to be in violation of the principles - 
this act. But what does the record show? It shows that from 1950 to May 1, 
1955, the Comptroller and his predecessors have approved 376 bank mergers Ae 
consolidations involving total resources of $7,464 million. It also shows that since 
1950 the Comptroller’s Office has not disapproved a single merger application on 
the basis of a possible substantial lessening of competition. This is not surpris- 
ing since the Comptroller’s Office has ‘‘not issued anything specific to the exami- 
ners” in regard to considering anticompetitive factors; it has never notified 
national bank examiners or “given them any specific admonition” that it is the 
Comptroller’s policy to disapprove any bank merger violative of the Celler- 
Kefauver Act. Nor has it required examiners to make findings of fact with 
regard to competitive considerations in recommending approval or disapproval 
of proposed bank mergers.” 


It should be added that within a few weeks after issuance of this 
report in December 1955, the Comptroller’s Office promulgated 
standards for considering the competitive consequences of bank mer- 
gers.°° Furthermore, after the subcommittee hearings, the Comptrol- 
ler’s Office in June 1955, for the first time, informally disapproved a 
merger application because of competitive considerations and followed 
that up in November 1955 by refusing, for similar reason, to approve 
certain proposed mergers in cases involving 11 banks. However, in 
1955 the Office approved 126 bank mergers involving, in respect of 
banks absorbed, resources of $2,015,225,452. In 1956 it approved 105 
bank mergers involving banks absorbed having total resources of 
$2,380,816,965 and informally disapproved 8 applications for com- 
petitive reasons.*?. In 1957 it approved 83 mergers involving banks 
absorbed having resources of $1,142 million, without disapproving 
any application for competitive reasons. In 1958 it approved 83 mer- 
gers involving banks absorbed having resources of $1,704 million while 
dis: approving 2 2 mergers for competitive reasons. 

in sum, during the period from 1950 through 1958, the Comptroller 
of the Currency approved 731 mergers and disapproved 22 for com- 


*Interim report, Antitrust Subcommittee, House Committee on the Judiciary, on 
“Corporate and Bank Mergers,” p. 36 (84th Cong., 1st sess.). 

%*® “Hearings Before Antitrust Subcommittee, House Committee on the Judiciary, on 
H.R. 264 aud H.R. 2143 (Premerger Notification),’’ pp. 175-176 (85th Cong., 1st sess.). 

*1d., pp. 171-172. Attorney General Brownell testified on this point as follows: 

“Senator Doucias. Mr. Brownell, when the same proposal was up before us last year I 
gathered some figures from the records of the Comptroller of the Currency on approving and 
disapproving mergers since 1950. My figure showed that there were 6 years, from 1950 to 
1955, inclusive, in which he had approved 460 mergers, had formally disapproved 9, had 
informally disapproved 13; therefore, he had approved between 96 and 98 percent of all 
mergers during those 6 years. 

“Could you tell me if these figures which I collected are approximately accurate, accord- 
ing to your knowledge? 

“Mr. BROWNELL. Yes; they are. And I am not so sure that the 22 that were turned 
down were turned down on the ground of competitive factors.” 

“Hearings Before Subcommittee, Senate Committee on Banking and Currency on Banking 
Laws, Financial Institutions Act of 1957,” p. 1027 (85th Cong., Ist sess.). 
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petitive reasons. This is indicated in greater detail in this table: 





Mergers disapproved by 
Mergers approved by the Comp- Comptroller of the COur- 
troller of the Currency ! } reney on basis of competi- 
| tive considerations 
| 
| | | 
Number Total resources | Number of | Total resources 


a 
. 
® 
a 
5 
| 











absorbed absorbed banks cases of banks which 
banks would have 

been absorbed 

a eenneuiis | 52 $576, 464, 143 0 0 

we aie eS 30 | 384, 389, 647 0 0 

ee ate leas. Subset emis pani 59 517, 662, 108 | 0 | 0 

a cnspsslancelaniteinisinds | 67 523, 680, 925 | 0 0 

CE tila gi alii acsetiias diem ipeneinin Bh icnaonisseibiew 126 | 2, 058, 262, 234 0 | 0 

icdd-cbistsiibiiibbiahin skkneedwhnseinmvintiihe | 126 | 2, 015, 225, 452 12 | $182, 712, 000 

a i a a iadialesanstinteitibooatniaai 105 | 2, 380, 816, 965 | Ss 355, 018, 675 
a a beets $3 | 1, 142, 000, 000 0 

an eR ae a 83 | 1, 704, 640, 259 2 | 198, 985, 000 

Ee ations dkcbeesitcusapedeecs 731 11, 303, 146, 733 | 22 736, 715, 675 


1 See hearings before Antitrust Subcommittee, House Committee on the Judiciary, on H.R. 264 and H.R. 
2143 (premerger notification), pp. 146-171, (85th Cong., Ist sess.). Data for 1958 was supplied to the 
Antitrust Subcommittee by letter from the Comptroller of the Currency, dated Mar. 16, 1959. 


Source: Comptroller of the Currency. 


Without in any way singling out the present incumbent—my re- 
marks are applicable to his predecessors as well—it would appear, as 
the Attorney General has testified, that the office of the Comptroller 
General has tended to give little or no consideration to the question 
as to whether or not competition would be substantially lessened.” 

The appropriate Federal bank supervisory agency must be required 
to give notice to the Attorney General: The obvious reason for failure 
to take competitive considerations adequately into account is lack of 
expertise in the antitrust field on the part of Federal bank supervisory 
agencies. The Comptroller of the Currency has stated and I quote 
him: “I have no competency in that (the antitrust) field. I do not 
know what the courts have done.** 

Similarly, the Chairman of the Federal Reserve Board pointed out 
that administration of the banking laws was in an entirely different 
sphere than enforcement of the antitrust laws. He testified: 


The principal functions of the Federal Reserve System lie in the field of mone- 
tary and credit policy and bank supervision. The prosecuting and adjudicatory 
functions involved in the enforcement of the antitrust laws are only indirectly 
related to the Board’s principal responsibilities. They are of a character quite 
different from the functions normally exercised by the Board in passing upon 
particular transactions in the bank supervisory field. In other words, enforce- 
ment of the antitrust laws and the function of bank supervision represent, we 
believe, different spheres of governmental operation.” 


As the Department of Justice has observed, “failure to insure in- 
formed advice on competitive factors could have effects far beyond the 
banking field. Without (the Department’s) right to intervene in 


= The Attorney General testified in part as follows: 
“Senator DovuGuas. In other words, up to date the Comptroller of the Currency has 
tended to give little or no weight to the question as to whether or not competition would 
be substantially less? 
oak BROWNELL. I believe that is a fact. And I think his own testimony indicates 

at.” 

Hearings before anttirust subcommittee, House Committee on the Judiciary, on H.R. 264 
and H.R. 2143 (premerger notification), p. 177 (85th Cong., 1st sess.). 

*%3 Hearings before antitrust subcommittee, Senate Committee on the Judiciary, on S. 3341 
et # soeemecete notification), p. 80 (84th Cong., 2d sess.). 
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standards and scope as there were agencies charged with this enforce- 
ment. The result could well be disparities in view, which in turn, 
spell real enforcement inequities. Enforcement effectiveness as well 
requires some procedure for (the) Department’s intervention. Other- 
wise in its overall responsibility for section 7’s enforcement * * * out- 
side of the banking area—(the) Department would be bound by bank 
merger precedents (it) had no voice in picking or shaping.” * 

In these circumstances, it would be little short of folly to require 
the appropriate Federal bank supervisory agency to obtain the views 
of the other two banking agencies, but not impose the same require- 
ment in respect to seeking the informed advice of the Department of 
Justice—the agency specifically charged by Congress with responsi- 
bility for examining into competitive implications of proposed mer- 
gers. Actually, the Comptroller of the Currency testified before our 
subcommittee that he didn’t really object to a provision requiring him 
to obtain the opinion of the Attorney General as to the antitrust im- 
plicaions of a proposed manene provided it was submitted promptly 
or within a designated period. 

Furthermore, on the basis of past experience, unless a requirement 
of mandatory consultation with the Department is written into law, 
there is little, if any, likelihood that the Federal banking agencies will 
seek the informed advice of the Attorney General. Consider, for 
example, that although the office of the Comptroller of the Currency 
approved 731 mergers in the period from 1950 to 1958, many involving 
acute competitive problems, in only one instance did the Comptroller 
seek the Department’s advice on the competitive effect of a particular 
bank merger problem. This was made clear in a letter from Assistant 
Attorney General Hansen to me, dated March 20, 1957, which reads 
as follows: 


In Attorney General Herbert Brownell’s appearance before your subcommittee 
on March 6, 1957, it was requested that the Department furnish you with in- 
stances in which Comptroller of the Currency Ray M. Gidney sought advice from 
the Antitrust Division as to whether the effect of a given merger may be sub- 
stantially to lessen competition or tend to create a monopoly. We have reviewed 
our records and find that in only one instance was the Department’s advice 
sought on the competitive effect of a particular bank merger problem. In that 
instance, members of the Comptroller’s staff conferred informally with the Divi- 
sion around the end of September 1956 on the proposed acquisition of the Peoples 
Saving Bank of Port Huron (Mich.) by the Michigan National Bank. This 
proposed acquisition has been subject to a rather thorough investigation because 
of Sherman Act as well as Clayton Act problems. 

In two other instances, the Comptroller’s office has forwarded information 
to the Division on bank mergers. On August 8, 1956, the proposed merger of 
Farmers & Merchants National Bank of Los Angeles and Security First National 
Bank of Los Angeles was brought to the Division’s attention before the Comp- 
troller had given his approval. It was with respect to this merger that I per- 
sonally talked to Mr. Gidney on the telephone. Lack of section 7 jurisdiction 
because this transaction was consummated by an acquisition of assets precluded 
the Department from considering this matter under section 7. On August 17, 
1956, the Comptroller called the Division’s attention to his approval of the merger 


* Testimony of the Attorney General before subcommittee, Senate Committee on Banking 
and Currency on Proposed Financial Institutions Act of 1957, p. 1032 (85th Cong., 1st 
Sess.). See also testimony of Assistant Attorney General Hansen, hearings before House 
Banking and Currency Committee on S. 1451 and H.R. 7026 (Proposed Financial Institu- 
tions Act of 1957), p. 131 (85th Cong., 1st sess.) ; testimony of Assistant Attorney General 
Barnes, hearings before antitrust subcommittee, Senate Judiciary Committee, on S. 3341 
et al. (premerger notification), p. 160 (84th Cong., 2d sess.) ; testimony of Attorney Gen- 
eral Brownell, hearings before anttirust subcommittee, House Committee on the Judiciary 
on H.R. 264 and H.R. 2143 (premerger soemeation). R. 74 (85th Cong., 1st sess.). 

** Hearings before antitrust subcommittee, House Committee on the Judiciary, on H.R. 
264 and H.R. 2143 (premerger notification), p. 131 (85th Cong., 1st sess.). 
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of the Delaware Valley Bank & Trust Co. of Bristol (Pa.) and the Phila- 
delphia National Bank of Philadelphia. 

In three other instances, our records show that the Comptroller’s office was 
notified of our interest in certain bank merger problems. ' Notice was given on 
January 5, 1955, on the Chase-Manhattan Bank merger, March 7, 1955, on the 
National City-First National Bank merger, and around the Ist of December 1956 
on the pending New York bank holding company formation which is now before 
the Federal Reserve Board for approval. In the Chase-Manhattan and National 
City-First National Bank mergers, this Department specifically requested from 
the Comptroller’s office information or data relating to competitive aspects of 
these mergers: In the pending holding company problems, our requests for in- 
formation have been mainly channeled through the Federal Reserve Board, the 
agency with primary jurisdiction over this matter under the Bank Holding Com- 
pany Act of 1956. However, a recent information request has been made directly 
to the Comptroller's office. (Emphasis supplied.) ” 

As the Comptroller himself stated in a letter to me dated March 16, 
1959: 


We have no estadlished procedure with respect to obtaining the views of the 
Antitrust Division of the Department of Justice concerning the competitive con- 
sequences of bank mergers, but have on occasion, written to the Department. 
Should a situation arise in which we deemed it necessary to consult the Antitrust 
Division we would address a letter to it setting forth the facts. This office would 
seek the views of the Department of Justice in respect of competitive considera- 
tions in cases in which it appeared that there might be involved a violation of 
the antitrust laws. During the years 1957 and 1958, we had no liaison with the 
Department.of Justice with respect to competitive consequences of a proposed 
transaction. (Emphasis supplied) 

The proof of the pudding is in the eating, and in all these 700 
mergers the Comptroller only once conferred with the Department 
of Justice, the agency which has the expertise with respect. to com- 
petitive factors. 

Where the continuing institution is to be a State bank, notice to the 
State bank supervisor should be required: The foregoing considera- 
tions are equally applic able in resp rect. to obt: aining the views of the 
appropr oe State banking supervisor when the continuing institution 
is to be a State bank. In such cases it is as necessary to obtain the 
views of the appropriate local official as it is to obtain the views of the 
other two Federal banking agencies since the State supervisor usually 
will have spec ial knowledge of local banking and other matters— 
factors which are of the highest degree of relevance to a determination 
as to whether final approval should be granted or withheld. Conse- 
quently, I deem it important that the bill be amended to require 
notification to the appropriate State bank supervisor where the pro- 
posed merger will result in creation of a State bank. 

Need for adoption of an antitrust savings clause: Section 11 of the 
Bank Holding Company Act provides that: 

Nothing herein contained shall be interpreted or construed as approving any 
act, action, or conduct which is or has been or may be in violation of existing 
law, nor shall anything herein contained constitute a defense to any action, suit, 
or proceeding pending or hereafter instituted on account of any prohibited anti- 
trust or monopolistic act, action, or conduct. 

P urpose of this section is to insure that no provision of the Bank 
Holding Company Act is to supersede any provision of any other Fed- 
eral law, particularly those “designed to contro] monopoly or break up 
trusts,” unless this antitrust saving clause is made applicable to the 


7Td., pp. 25-26. 
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bank mergers. To quote from the Senate report on the bank holding 
bill: 

The bill provides that none of its provisions are to be construed as approving 
any act, action, or conduct in violation of existing law. It also provides that 
nothing in the bill shall constitute a defense to any action, suit, or proceeding 
pending or later instituted on account of any prohibited antitrust or monopolistic 
act, action, or conduct. In the opinion of your committee, approvals granted 
and action permitted under the provisions of this bill are not to supersede the 
provisions of other Federal laws, particularly those designed to control monopoly 
or break up trusts. For example, the Clayton Act has been judicially deter- 
mined to apply to banks. Under the provisions of that act, the Federal Reserve 
Board has an administrative role to play in determining whether banks comply 
with the requirements of the Clayton Act. Under the provisions of this bill, any 
action taken by the Federal Reserve Board in accordance with its terms is not 
to interfere in any manner with the performance by the Board of such functions 
as may be assigned to it under the Clayton Act.* 

Unless this same antitrust sayings provision is made applicable to 
bank mergers, the contention would be advanced that S. 1062 has 
nullified the strictures of the Sherman Act forbidding any bank 
merger which results in an unreasonable restraint of trade or 
monopoly. 

What is more, absence of such provision might perhaps render 
nugatory action that might be taken by the House Judiciary Com- 
mittee in recommending legislation to plug the loophole in Clayton 
Act, section 7 so as to cover bank mergers accomplished by asset as 
well as stock acquisitions. This would necessarily follow if failure 
to include a savings clause was construed to mean that section 7’s 
provisions dealing with bank mergers had been superseded by the 
present legislation.” 

The bill should contain provision for public hearings: In its pres- 
ent form, the bill, S. 1062, makes no provision for public hearings 
upon applications which may be filed. I am strongly of the opinion 
that the bill should be amended to include such a provision, at least in 
cases of disagreement between interested governmental bodies. 

The role of the public hearing in modern regulatory procedure is 
so fundamental as to require a little exposition or defense. A public 
hearing serves as a safeguard against arbitrary action; it assures 
interested parties of an opportunity to present their views, consonant 
with the dictates of due process; it provides a basis for evaluating 
the manner in which an agency applies the statutory standards under 
which it acts; it tends—especially in the circumstances envisaged by 
this bill, in which three different agencies will simultaneously ca 
out the objectives of the act—to encourage the development of uni- 
formity in decisions. Most important, a public hearing provides 
the only adequate basis for judicial review—a testimonial record. In 
these respects, a public hearing both protects applicants against dis- 
criminatory denial of meritorious applications and safeguards the 
public interest against erosion of vital national principles. 

Without provision for hearings, the public is deprived of its only 
practical opportunity for appraising the quality of regulation; in- 
terested parties may or may not be adequately heard; uniformity of 





*% Senate Banking and Currency Report No. 1095, p. 10 (84th Cong., 1st sess.). 

* See hearings, House Committee on Banking and Currency on S. 1451 and H.R. 7026 
(Proposed Financial Institutions Act of 1957), p. 134 (85th Cong., 1st sess.). See also 
hearings before Subcommittee, Senate Committee on Banking and Currency on Proposed 
Financial Institutions Act of 1957, p. 1034 (85th Cong., 1st sess.). 
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regulatory policy is most difficult to achieve, and effective judicial 
supervision of agency action is greatly hampered. Arbitary de- 
cisions could flourish virtually unchecked. C ongress could have no 
assurance that the standards it promulgates w ould be administered 
in accordance with the congressional intent. 

Presumably for all these reasons, the Bank Holding Company Act 
of 1956 does provide for public hearings in cases in which a govern- 
mental body expresses disapproval of a proposed acquisition of bank 
shares or assets. The provision for public hearings of the Bank 
Holding Company Act of 1956 should, I believe, be ad: apted to and 
included in S. 1062.. As so amended, S. 1062 w ould provide that the 
Federal banking agency with which the application has been filed 
shall notify both of the other Federal banking agencies, the appropri- 
ate supervisory authority of the interested State, and the J ttorney 
General, and that if any of these bodies or officials within 30 days 
disapproves the application in writing, the agency before which the 
application is pending shall schedule a hearing, at the conclusion 
of which it shall by order grant or deny the application in writing, 
the agency before which the application is pending shall schedule a 
hearing, at the conclusion of which it shall by order grant or deny 
the application upon the hearing record. 

In conclusion, I am enclosing as an appendix to my testimony an 
amendment which contains the | changes which I have recommended. 


RECOMMENDED AMENDMENT OF 8. 1062 


On page 2 strike out the entire sentence beginning with the words “In the 
case of a merger,” on line 11 and insert in lieu thereof the following: “; and for 
that purpose shall give notice to the other two banking agencies referred to 
herein and to the appropriate supervisory authority of the interested State if 
the resulting bank is to be a State member bank (except a District bank) or a 
State nonmember insured bank (except a District bank) and shall allow thirty 
days within which the views and recommendations of such supervisory au- 
thorities may be submitted. The Comptroller, the Board of Governors of the 
Federal Reserve System, or the Corporation, as the case may be, shall not grant 
consent under this section to any merger, consolidation, acquisition of assets, 
or assumption of liabilities, where in any section of the country the effect 
thereof may be substantially to lessen competition, or to tend to create a monopoly, 
and shall not approve any merger, consolidation, acquisition of assets, or assump- 
tion of liabilities without first obtaining the views of the Attorney General with 
respect to such question. In each case the Attorney General shall submit his 
views and recommendations to the appropirate agency within thirty days. 

“If either or both of the other banking agencies or the appropriate super- 
visory authority of the interested State or the Attorney General disapproves the 
application in, writing within thirty days, the Comptroller, the Board of Gov- 
ernors of the Federal Reserve System, or the Corporation, as the case may be, 
shall notify in writing the applicant and the disapproving agency or agencies, 
or authority, or Attorney General of the date for commencement of a hearing by 
it on such application. Any such hearing shall be commenced not less than 
ten nor more than thirty days after the Comptroller, the Board of Governors 
of the Federal Reserve System, or the Corporation, as the case may be, has 
given written notice to the applicant of the action of the disapproving agency 


or agencies, authority, or Attorney General. The length of any such hearing - 


shall be determined by the Comptroller, the Board of Governors of the Federal 
Reserve System, or the Corporation, as the case may be, but it shall afford all 
interested parties a reasonable opportunity to testify at such hearing. At the 
conclusion thereof, the Comptroller, the Board of Governors of the Federal 
Reserve System, or the Corporation, as the case may be, shall by order grant 
or deny the application on the basis of the record made at such hearing. 
“Nothing herein contained shall be interpreted or construed as approving 
any act, action, or conduct which is or has been or may be in violation of 
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existing law, nor shall anything herein contained constitute a defense to any 
action, suit, or proceeding pending or hereafter instituted on account of any 
prohibited antitrust or monopolistic act, action, or conduct.” 

Mr. Chairman, I am deeply grateful for your respectful consider- 
ation. I do hope that some attention will be given to the recom- 
mendations which I have offered. They have been the result of long 
and laborious study by our antitrust subcommittee, and we are hopeful 
that they may be of help to this committee. 

The CuHatrman. The chairman wants to thank his distinguished 
former colleague of the House for his appearance here. You have 
given us, may I say, the most comprehensive discussion of the bill, 
and it is pleasing to the Chair to observe that notwithstanding your 
36 years of service in the House, your eye has not dimmed nor your 
natural force abated. 

You have based your criticism of this bill primarily upon the 
competitive factor. Yet you said earlier in your testimony that a 
bank is a quasi-public utility. Is it not a fact that a number of public 
utilities are exempted from the operation of the Clayton Act? 

Mr. Ceuuer. Well, I may have been using that word in a cavalier 
fashion. Yes, public utilities are frequently exempt from the opera- 
tion of antitrust laws, as, for example, a railroad, which is more or 
less a monopoly, or a public gas company, which is likewise more 
or Jess a monopoly; there usually are one, or at most, two, in a com- 
munity. In that sense I do not use the term when I refer to banks. 

The CuHatrMan. Power companies are exempt. 

Mr. Ce.ier. Power companies, telephone companies are monopo- 
lies. 

The CuarrMan. Radio, television, and aeronautics. 

Mr. Ceuver. An airline is quite different than a bank from the 
standpoint of competition. I simply use it in those terms here. 

The CHarrMan. Previous testimony has been that the banks are 
regulated just about as much as any type of industry we have; they 
are very tightly regulated. 

Mr. Creuier. I would say that radio and television broadcasting 
is very much like banking, and broadcasting is not exempt from the 
antitrust laws. Furthermore, in the opinion of the Justice Depart- 
ment a merger in the broadcasting area is not exempt from section 7 of 
the Clayton Act. Congress has seen fit to—— 

The Cuarrman. Testimony before us yesterday was that they are 
exempt. 

Mr. Cetier. But in any event, I think you will find that in a num- 
ber of cases the courts make these distinctions as far as banks are 
concerned, 

The Crairman. Of course, as always, on appeal from any agency. 
Under the general statute on the subject of the rights before an 
agency, you can always have them appealed, of course. 

Mr. Cetter. But you do not exempt banks even in your own bill, 
from the operation of the antitrust law. 

The CHarmman. No; but you say we have had the antitrust law 
many years and nobody suggested that the banks should be under 
them. 

It has not been so long since either the Attorney General or some- 
body from his office testified before us that he has never had a 
bank case under the antitrust laws and he really did not know enough 


Apo ain 










10S REGULATION OF BANK MERGERS 


about banking to know whether they should be under that or under 
the jurisdiction of banking agencies. 

Mr. Creixer. Well, as I understand it, there was effort made only 
recently to merge the Manufacturers Trust Co. with the Bankers 
Trust Co. of New York, and the Department of Justice did intervene 
in its own way, the result being that the merger was not consummated. 
In addition, efforts are now afoot to merge the J.P. Morgan Co. with 
the Guaranty Trust Co., and the Department of Justice has indicated 
extreme interest in that. 

The CuHarrman. There is no litigation on it. 

Mr. Crextrr. That is right. Beyond that I want to indicate that a 
bank is not a common carrier in that sense of the use of the public 
utility term. What I want to indicate is that a bank has and must 
assume a social responsibility to the community because of the in- 
ordinate power that money has in the community. Such responsi- 
bility is too often lacking in the minds of some of the banking officials. 

The Cuarman. The Chairman does not wish to indicate that the 
competitive factor is not a major factor. In fact, that is put in this 
bill as a new consideration. But the testimony previously this morn- 
ing was to the effect that there were six or seven instances, that were 
cited, where there would be factors other than the competitive situa- 
tion that needed to be considered in a bank merger and they could 
best be considered by those familiar with the operation of the banks. 

Mr. Cevier. Well, I think in the standard that you apply, you in 
effect do away with the competitive factor. For example, your bill 
would sanction a monopoly and forbid it only if it is an undue 
monopoly. I cannot conceive of a monopoly being anything but an 
undue monopoly. A monopoly is a monopoly. You cannot “have an 
undue monopoly. If a man is dishonest, you don’t say he is unduly 
dishonest. 

The CuarrMan. We will take up that word “unduly.” You had a 
chance to use that before the present chairman became alarmed about 
mergers. You were alarmed back there in 1952. We do not have 
any “big banks in Virginia, arid you have plenty of them in New 
York, and you asked the opinion of the Federal Reserve Board about 
some bank legislation to include in another antitrust bill that you were 
considering. You asked your staff to prepare a memorandum on that 
which you subsequently forwarded to your Subcommittee No. 5 on 
Antitrust Legislation, and here is what your staff says: 

The staff of the subcommittee, in view of the many considerations heretofore 
set forth, also recommends that the subcommittee consider the introduction of 
measures designed to halt the unrelenting merger trend in the field of banking, 
especially insofar as such mergers may adversely affect the competitive struc- 
ture of the banking economy and tend to encourage undue concentration of 
financial power. 

That is the “undue.” 

Mr. Cretier. That is a little different. 

The CuHarrman. Let me finish reading. 

Accordingly, it suggests the introduction of a statute which would amend 
existing law so as to require all bank mergers to receive the scrutiny and 
approval of Federal banking authorities who, in passing thereon, would be 


obliged to determine whether the effect of such merger might unduly lessen 
competition or tend to create a monopoly in the field of banking. 


You had that bill right before your own committee. 
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inder | Mr. Cetier. That was some years ago. I introduced such a bill 4 

in 1955 and immediately thereafter I superseded that with another 4 

only bill, because I felt that the bill I originally introduced was in error : 

nkers | because of the use of the word “unduly.” ; 

rvene | The Cuatrman. Let me get a little later citation of “unduly.” On é 
lated. | January 12, 1959, you introduced H.R. 257 implementing the crim- 
with | inal laws relating to bribery, graft, and conflict of interests in Gov- 
cated | ernment employees and to protect ethics in Government. I notice 
| there on page 2 one of the things that you prohibited was to “become 


unduly involved, through frequent or expensive social engagements, 





hata § with any person outside of the Government,” and so forth and so on. i 
yublic Is there any difference between your “unduly” and my “unduly”? 
must f That is a sort of a recent “unduly,” i is it not? 
ie in- | Mr. Ceuier. I think there is a vast difference between that “unduly” 
onsI- | and what you use. ‘ 
icials. § The CuarrmMan. Everybody knows what you mean; when I use it : 
it the | nobody knows what it means. 
n this | Mr. Creuer. It is like Alice in Wonderland, where Alice asks the 4 
norn- | Mad Hatter at the tea, “How do you make words mean so many % 
_ were different things?” and the Mad Hatter said, “It all depends on who 5 
situa- is master, that’s all.” é 
could | The CuHatrman. I think we will have to let it go at that, unless 
yanks, | some member of the committee wishes to ask a question. 
rou in | Senator Frear. Yes. 
r bill | The CHairman. Mr. Frear wants to ask a question. 
undue | Senator Frear. Does it necessarily follow that fewer banks lessen 
ut an | competition? You stated in your testimony comparative figures of i 
ve an 1926, 1935, and 1958, I believe, in New York State where there had j 
nduly | been a decline in the number of State banks from 611 in 1926 to 471 
f in 1935 and to less than 380 now. In that difference has the com- : 
hada | petitive activity in the field lessened ? ; 
about | Mr. Cretuer. Yes. The Federal Reserve Board has indicated that ; 
have | as banks grow larger they tend to have fewer dealings with small 4 
New business. Furthermore, small businesses are unable to shop around 4 
about and get their needs satisfied with other banks. I testified to that, 
1 were | and I cite the Federal Reserve Board statistics on that, which are 
n that contained in a 1952 staff report to our committee. The larger the 4 
5 on banks grow by virtue of mergers, the less likely are smaller businesses i 
to be served, because there is no competition. In the absence of com- % 
nhetian petition, there is no bank to which they can repair if one bank turns & 
tion of them down. i 
anking, Senator Frear. I think if we follow the interest rates over that - 
en period that your statement will not be substantiated in its entirety. 
It may follow a similar curve, but I do not think it will follow it as 
you have stated it. 
Mr. Cetxier. I am simply quoting what the Federal Reserve indi- 
cated to us. The increase in banking concentration has been coupled 
at times with a comparative contraction of credit to small business. 
amend f Senator Frear. Then you are willing to let your testimony stand 
_ ae with what the Federal Reserve Board said? 
sell TE Mr. Cexuer. No, not at all. I am speaking of the fact that the in- 


dependent banks have been forced out of business by these mergers. 
I am for giving more encouragement to these independent banks. I 
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do not say that the large banks should not operate. Sure, they should, 
without question. I would rather see them grow from within, not to 
grab up every little bank that may exist In a community or in a 
financial territory. That is the burden of my complaint. 

Senator Frear. You think that passage of S. 1062, then, would 
probably result in having the independent banks purchased or ac- 
quired by large banks? Is that your feeling? 

Mr. Creer. I would say that that bill is a step forward. I would 
rather have that than nothing, but I think it should definitely be 
amended in the way I have indicated. I think the chairman deserves 
a great deal of credit for offering that bill, because it might do some 
good, but I think it ought to go a great deal further. 

Senator Frear. Why would an independent bank cease to operate, 
in your opinion ? 

Mr. Cretier. Because not having the test “substantially to lessen 
competition,” a merger would be allowed even if there is a sub- 
stantial lessening of the competition, provided there would be no 
undue monopoly. There could be a monopoly, but if it is not an 
undue monopoly—I do not know what that means, of course—then the 
merger could be consummated. 

Senator Frear. You do not think there is a sufficient number of 
small businesses still left to supply the independent banks with appli- 
cations for the enterprise that may be a profitable one to them. 

Mr. Cetxier. There are small businesses in number that could justify 
applying, but if a bank becomes, in your town, monolithic and tre- 
mendous, there would be smothering of a desire to set up an inde- 
pendent bank. They would be fearful as to whether or not they 
could compete with the great big bank, and to that degree there 
would be less and less of a likelihood of an application for a new 
bank filed. 

Senator Frear. But in that same instance would it not also hold 
true, Mr. Congressman, that small business in that locality would 
be more likely to want to go to an independent bank or one of their 
same stature than to be an applicant to a larger bank? 

Mr. Cetter. They would do it, but, after all, could you get investors 
to invest their money in a small unit bank which would have to com- 

ete with a tremendously large bank? People might be too fearful to 
uy stock in that bank. 

Senator Frear. Then what do you mean by competition in that 
sense ? 

Mr. Cexuer. There could be no competition in that sense, because the 
bank has grown so large as to preclude it, and while it is all right if 
a bank grows from within, I am worried about the bank being enabled 
and being facilitated to reach out in all directions and swallow up 
little banks to the degree that there is little likelihood of any little, 
independent banks springing up. 

Senator Frear. I appreciate what you say, even though I do not 
think I can fully agree with what you have said. I believe you have 
intimated as part of your testimony that competition did not always 
follow the public interest of a community. There are many possi- 
bilities. I understood from your testimony that with poor manage- 
ment or low capitalization, it might be advisable that that bank 
merge or consolidate. 

Mr. Cetter. Oh, yes. I said—— 
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Senator Frear. But you do that with the idea, as I understand it, of 
it being in the public interest of that community, not in the competi- 
tive circle, but in the public interest ? 

Mr. Cetier. That is correct. It would not be precluded under the 
“substantially” test. 

Senator Frear. Then if you follow that same principle 

Mr. Cetier. Will you yield a minute ? 

Senator Frear. Yes. 

Mr. CreLuer. The term used, “substantially to lessen competition,” 
has been interpreted by the Supreme Court in the International Shoe 
Co. case, to mean that there could be a merger of the two entities 
where the acquired one was in financial difficulties. There would not 
be a throttling of competition there. There would be no substantial 
lessening of competition because that small, feeble, and limp company 
is not offering competition. 

Senator Frear. Then under that same theory we go back to the 
example you gave just a while ago: if there were a tremendously large 
bank in a small community and a little one, and all services could not 
be perenne by the little bank and it had to be taken over by the large 
ban 

Mr. Cextier. There are a lot of little banks that can operate, but 
they operate with the greatest amount of difficulty and greatest amount 
of embarrassment. They want to continue their independence, but 
they find it increasingly difficult to maintain themselves. I want them 
maintained. I want them to be continued. 

Senator Frear. I share that view with you. Certainly I do not want 
to do anything that is going to harm small business, because I am a 
promoter of a small business enterprise. I think my theory would 
follow through in the banking industry as it would in any other 
corporate industry. However, I have not quite been able to follow 
the logic of your testimony here. 

Mr. Creuter. Why would you have a different standard for an 
acquisition of a bank by a bank holding company than you would 
in the acquisition of a bank by another bank ? 

Senator Frear. I think a holding company can apply to banks the 
same as has been held for larger corporations in other businesses. 
Personally, I am not one who favors holding companies. 

Mr. Cevuer. Well, we have a situation developing in New York, 
now under proposed legislation, where they want to divide New York 
in half and in one half they can have holding companies which could 
control all the banks in that area. What difference is there whether 
you have branches or you have bank holding companies operating 
subsidiaries very much like branches? 

Senator Frear. Whether it is a holding company or a parent bank 
with a lot of branches? 

Mr. Cetter. Yes; what difference is there in principle ? 

Senator Frear. Well, I think 

Mr. Cruiar. As far as control is concerned, policies of 

Senator Frear. I think as to control, you are absolutely right, 
but I think in policy there can be vast differences. 

Mr, Cruier. I cannot conceive of it. The same individuals can 
determine the policy that shall be operative in the subsidiaries just as 
they can determine the policies that can be operative in the branches. 
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They can determine the personnel, they can determine the types of 
loans that can be made, where the branches shall be opened. They 
have absolutely the same control as though it were branches. 

Senator Frear. I frankly admit I am not familiar with that type 
of banking as it pertains to New York City. My knowledge may be 
limited to a much smaller area, 

Mr. Creiier. [I am not married to the idea. I am just citing this 
as an example. There are other places where you have the same 
situation.” But at this point the thrust of my argument is that I 
cannot see why you make a distinction. In the case of holding 
companies, you won’t allow them to reach out if there is a substan- 
tial lessening of competition, but in the case of the bank you will 
allow them to reach out unless there is an undue monopoly. 

Senator Frear. Yes. I have trouble, too, but much more than you 
do. I think the principle behind the two systems is different, as I 
view it, anyhow. The bank holding company gives me the impres- 
sion of tending toward a monopoly, if not creating a monopoly, 
whereas, a parent bank with many branches is offering facilities to 
the individual areas without regard, as much, to the stockholder point 
of view as it would ina bank holding company. 

Mr. Certer. I might say that the counterpart of this committee, 
the House Banking and Currency Committee, said that in effect there 
was no difference between a bank holding system and a bank with 
branches. 

Senator Frear. That, sir, does not prohibit me from disagreeing 
with them. I have a lot of faith in the members over there, and 
especially the Congressman from New York. I donot want to delay 
this. I think you have answered the questions that I had marked 
out here, Mr. Celler. I think that is all. 

Mr. Cetter. Thank you very much. 

The CHamrMan. Judge, you have said you would rather have S. 
1062 than nothing, but you want to amend it, to use the language of 
the antitrust laws, take out the word “unduly lessen” and put in “sub- 
stantially” which has been construed to the point where if it is any 
at all, that ends it. So, after all, if you had your “druthers” would 
you not put the banks, lock, stock, and barrel, in the antitrust law, 
along with steel, motors, and all the other corporations? 

Mr. Cetter. No. Generally, I do not want to put regulated indus- 
tries in with unregulated industries. Steel is an unregulated indus- 
try. However, banking, unlike other regulated industries, depends 
on competition. I do not accept that distinction though I am not un- 
willing to leave bank mergers come under the jurisdiction of the 
banking agencies. 

The Cratrman. All right, then, assuming that you are going to 
help us get this bill in good shape, rather than to put the banks in 
with the unregulated industries, your concern is that as the number 
of banks decreases and as the small units are merged into the bigger 
ones, the small man will have more and more difficulty in getting 
finance. 

Mr. Cetuer. That is correct. However, my principal concern is 
with growing concentration and destruction through mergers of inde- 
pendent banks. 
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The Cyuatrman. All right, on that point let me read to you from 


the report, “Financing Small Business,” from the Federal] Reserve 


I 


Joard to this committee, dated April 11 of last year, at page 386: 


Loans to large businesses rose much faster at the largest banks than at banks 
in any other size class. Loans to small businesses 





that is what we are talking about— 
at large banks also went up more than loans to smaller businesses at smaller 
banks: 

Mr. Cetier. That does not answer it. That is quite consistent with 
what the Federal Reserve Board said on another occasion which I 
have read to you. 

The Cuarrman. The large banks are taking care of the needs of 
small business better than the small banks, ‘that is all they said. 
What do you say # 

Mr. Ceiter. So, our 1952 staff report stated : 

A study conducted by the Federal Reserve Board several years ago showed 
that the very large banks with the deposits of $500 million or more had the 
least number of loans with small business of all classes of banks and next to the 
lowest dollar value of loans of small business and the smallest percentage of 
dollar value of all loans with small business. 

The Cuairman. It is according to who uses the words, I reckon. 

We thank you very much. 

Senator Frrar. 1 have just one more question, if you do not mind 
holding up. 

Even if it is not made mandatory to go to the Attorney General 
before a merger is completed, any interested person or company has 
a right to go to any civil court if they disapprove, do they not? I 
mean, the bill does not prohibit an affected party from seeking relief 
even though we do not pass a law that would necessarily make the 
Attorney General’s Office an approving agency before a merger? 

Mr. Cetier. I do not think that could be done unless you put the 
antitrust saving clause and give them power to proceed. That is 
another amendment I suggest, so that it could not, by any stretch 
of imagination, be construed that this bill would give complete ex- 
emption from the application of the antitrust laws. If it does pro- 
vide exemption, then the individual could not do exactly what you 
have said and go to the court. 

Senator Frear. Cannot an individual go to a court now? 

Mr. Cetxer. There is no provision for a hearing in this bill as it 
isnow written. Nobody hasa right to express his views. It is purely 
within the province of the supervisory agency, the Comptroller of the 
Currency, the Federal Deposit Insurance Corporation, the Federal 
Reserve Board. Nobody can appear as a matter of right. That is 
one of the reasons why I say there ought to be at least a hearing. 

Senator Frear. You say there is no appeal from the decision of 
any of these three agencies? 

Mr. Center. I do not know of any appeal from the Comptroller 
or any of the other Federal bank supervisory agencies in a merger 
case, 

Senator Frear. Then if a group of stockholders of a bank that had 
the majority of the stockholders voting to merge with another, a 
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group of stockholders who did not approve of the merger has no 
way of redress whatsoever. 

Mr. Cexxer. No; unless there is something that is contrary to the 
bylaws of the institution. 

Senator Frear. That is the question I had. 

The CuarrMan. I am pleased to have your statement that as regu- 
lated businesses banks should be under the supervision for mergers, 
of banking agencies and you think this bill will be more effective and 
better if it is amended along the lines which you suggested. 

Mr. Crier. Thank you very much. 

(Discussion off the record.) 

The Cuarman. Thank you, Mr. Celler. 

(The following was received subsequent to the hearings and was 
ordered inserted in the record by the chairman :) 


ASSOCIATION OF REGISTERED BANK HOLDING COMPANIES, 
Washington, D.C., March 28, 1959. 
Hon. A. Wrixiis ROBERTSON, 
Chairman, Senate Committee on Banking and Currency, Senate Office Building, 
Washington, D.C. 

Dear Mr. CHAIRMAN: Enclosed is a copy of my letter to Congressman Celler 
in regard to his testimony before your committee on March 19 concerning the 
bill, S. 1062, to regulate bank mergers. 

The purpose of my letter to Mr. Celler is to correct an erroneous statement 
he made concerning the competitive test set forth in the Bank Holding Company 
Act of 1956. I would appreciate your making my letter a part of the record 
of the hearings on S. 1062. 

Very truly yours, 
JOsEPH H. CoLMAN, President. 


ASSOCIATION OF REGISTERED BANK HOLDING COMPANIES, 
Washington, D.C., March 28, 1959. 
Hon. EMANUEL CELLER, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN: On Thursday, Mavch 19, 1959, you testified before the 
Senate Committee on Banking and Currency in regard to the bill, S. 1062, to 
regulate bank mergers. On page 25 of your prepared statment there appears 
the following: “It will be recalled that under the Bank Holding Company Act, 
section 3, the applicable standard for bank acquisitions is whether in any line 
of commerce in any section of the country the effect of such acquisition may be 
substantially to lessen competition or to tend to create a monopoly.” 

The only provision of the Bank Holding Company Act relating to the con- 
sideration of competition by the Board of Governors of the Federal Reserve 
System in determining whether or not to approve an acquisition by a bank 
holding company appears in section 3(c)(5). Section 3(c)(5) requires the 
Board to consider “whether or not the effect of such acquisition or merger or 
consolidation would be to expand the size or extent of the bank holding company 
system involved beyond limits consistent with adequate and sound banking, the 
public interest, and the preservation of competition in the field of banking.” 

It is submitted that this section does not apply the Clayton Act test of “sub- 
stantially” lessening competition to acquisitions covered by the Bank Holding 
Company Act. Furthermore, there is nothing in the legislative history of this 
law indicating an intent of the Congress to apply such a standard to bank hold- 
ing company acquisitions. 

Of course, in view of section 11 of the Bank Holding Company Act, the Clayton 
Act still applies to the acquisition of bank stock by a bank holding company. 
However, it is important not to confuse the competitive standards to be applied 
in administering each of these statutes. I hope you will correct the erroneous 
impression created by your statement. 

I am sending a copy of this letter to Senator A. Willis Robertson, chairman 
of the Senate Banking and Currency Committee, and requesting that it be in- 
cluded in the record of the hearings on S. 1062. 

Very truly yours, 
JosEePH H. Cotman,. President. 
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(The following was received subsequent to the close of the hear- 
ings :) 
HousE OF REPRESENTATIVES, 
COMMITTEE ON THE JUDICIARY, 
Washington, D.C., March 24, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Banking and Currency Committee, 
U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: I have received a letter dated March 23 from Mr. 
Joseph H. Colman, president of the Association of Registered Bank Holding 
Companies, contending that a statement I made concerning the applicable com- 
petitive standard for a holding company’s acquisition of stock in a bank creates 
an erroneous impression. Mr. Colman has also advised me that he has sent a 
copy of this letter to you with a request that it be included in the record of hear- 
ings on S. 1062. 

There is enclosed herewith a copy of a reply I have sent to Mr. Colman. I 
would request that this reply be inserted in the record of hearings on S. 1062 
immediately following Mr. Coleman’s letter. 

Sincerely yours, 
EMANUEL CELLER, Chairman. 


MarcH 24, 1959. 
Mr. JoseEPH H. COLEMAN, 
President, Association of Registered Bank Holding Companies, 
Washington, D.C. 


DeaR Mr. CoLEMAN: I have your letter of March 23, 1959 in which you con- 
tend that page 25 of my statement before the Senate Banking and Currency 
Committee on S. 1062 to the effect that the Clayton Act test of “substantially” 
lessening competition applies to a holding company’s acquisition of a bank 
creates an erroneous impression. 

Apparently, your point is that section 3(c) of the Bank Holding Company Act 
does not require the Federal Reserve Board, in considering an application by a 
holding company to acquire a bank through purchase of stock, to determine 
whether the effect may be substantially to lessen competition or to tend to create 
a monopoly. In this connection, I would refer you to pages 25 and 26 of my 
statement which quotes from a letter dated January 18, 1957, which I received 
from the Vice Chairman of the Federal Reserve Board. This letter states: 

“Section 11 of the Bank Holding Company Act of 1956 provides that nothing 
therein shall be interpreted as approving any action which may be in violation 
of existing law, nor is anything herein to constitute a defense to any action or 
proceeding on account of any prohibited antitrust action or conduct. Also, as 
you indicate, under the Celler-Kefauver amendment to section 7 of the Clayton 
Act the test is whether the effect of the acquisition may be substantially to lessen 
competition or to tend to create a monopoly in any section of the country. 

“Section 3(c) of the Bank Holding Company Act requires the Board in passing 
upon each application by a bank holding company for approval of its acquisition 
of bank stock, to consider certain specific factors, including whether or not the 
effect of the proposed acquisition would be to expand the size or extent of the 
holding company system beyond limits consistent with the public interest and 
the preservation of competition in the field of banking. The concept involved 
in this factor is a broad one, and in the Board’s opinion adequate consideration 
of the facts in this regard necessarily involves consideration of the standards men- 
tioned in section 7 of the Clayton Act—that is, whether in any line of commerce 
in any section of the country the effect of such acquisition might be substantially 
to lessen competition or to tend to create a monopoly.” (Italic supplied.) 

I would also direct your attention to the opinion of the Federal Reserve Board, 
together with the dissenting statement of Governor Robertson, Jn the Matter of 
the Application of Firstamerica Corporation (Docket No. BHC—46). 

In short, it is crystal clear that when an application is filed with the Federal 
Reserve Board for a merger between a bank holding company and a bank, to be 
accomplished through the holding company’s acquisition of the bank’s stock, the 
Board is required to determine whether in any section of the country the effect 
of such acquisition may be substantially to lessen competition or to tend to create 
a monopoly. 

In these circumstances, I regard your contention as quite frivolous. 
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Iam sending a copy of this letter to Senator Robertson, chairman of the Senate 
Banking and Currency Committee, with the request that it be included in the 
record of hearings on S. 1062 immediately following your letter. 

Sincerely yours, 
EMANUEL CELLER, Chairman, 


First BANK Srock Corp., March 26, 1959. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Deak Mr. CELLER: I have your letter of March 24 and note your statement that 
the Federal Reserve Board is required to consider the Clayton Act as well as 
the Bank Holding Company Act of 1956 in passing upon the acquisition of stock 
of a bank by a bank holding company. 

I agree with you that the Federal Reserve Board must consider all applicable 
statutes including the Clayton Act. I am glad to see, however, the implication 
of your letter to the effect that the Bank Holding Company Act of 1956 does not 
in itself, either by express words or by its legislative history, incorporate the 
test of the Clayton Act in its prescribed tests. 

My letter of March 23 expressly pointed out the effect of the Clayton Act upon 
stock acquisitions by bank holding companies as well as by others and my sole 
point which I wish to make is that the 1956 act did not reiterate or reenact the 
test prescribed by the Clayton Act. 

Yours very truly, 


J.H. CoLMAN. 
The Cyarrman. The next witness is Mr. Carl W. Funk. 


STATEMENT OF CARL W. FUNK, AMERICAN BAR ASSOCIATION, 
SECTION OF CORPORATION, BANKING, AND BUSINESS LAW 


Mr. Funx. I will submit my statement for the record, if you care 
to have me do so, sir. 

The Cuairman. I would like you to submit it for the record. 

Mr. Funk. May I just say this, sir: The American Bar Association 
supports this bill, both the provision that the supervision of bank 
mergers shall be under the jurisdiction of the supervisory agenc les 
and the provision that the test should be the “unduly” test “rather 
than the “substantialitv” test. The American Bar Association feels 
that there should be some regulation. It originally took the other 
view, but after Senator Fulbright introduced his bill some 2 years 
ago, the association reviewed the whole problem, reviewed all the 
legislation that was pending at that time, and concluded that his 
approach was the proper one and we supported it, and we supported 
section 23 of title III of the Financial Institutions Act of the 85th 
Congress. That is all I need say. 

The Carman. It is true, as the chairman indicated to the pre- 
vious witness, Judge Celler, that if we adopt the language of the 
antitrust law, that language has been construed to the point where 
if you can pinpoint any ‘competition at all the merger is out. 

Mr. Funk. That is what would appear. 

The CHarrman. And you endorse the language “unduly,” which 
you think would protect the public interest ? 

Mr. Fung. Yes. And, also, I cannot agree with Judge Celler that 
the /nternational Shoe case provides the solution. It seems to me that 
still puts us in quite a straitjacket in many situations. 

The CuHarrman. We thank you very much. 
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(The prepared statement of Mr. Funk follows :) 


STATEMENT OF CARL W. FUNK, AMERICAN BAR ASSOCIATION, SECTION OF 
CORPORATION, BANKING, AND BUSINESS LAW 


SUMMARY 


The provisions of S. 1062 are more desirable than those of other proposals 
to deal with the problem of bank mergers by amending the Clayton Act, or by 
enacting legislation similar to section 7 of that act. 

My name is Carl W. Funk. I reside in Philadelphia, Pa. I come here on 
behalf of the American Bar Association. I am a member of the council of its 
3 section of corporation, banking, and business law, and I am chairman of its 

committee on banking. 

At its 1957 midwinter meeting, the American Bar Association, by unanimous 
action of its house of delegates, adopted the following resolution on February 
19, 1957: 

“Resolved, That the American Bar Association recommends to the Congress 
that, instead of legislation amending section 7 of the Clayton Act by extending 
the asset provisions to banks, banking associations and trust companies, legis- 
lation be enacted amending the Federal Deposit Insurance Act by prohibiting 
the merger or consolidation of any insured bank with any other insured bank, 
or the acquisition of the assets of or assumption of the deposit liabilities of 
any other insured bank without the prior written consent of the Comptroller 
of the Currency, the Board of Governors of the Federal Reserve System, or 
the Federal Deposit Insurance Corporation, depending upon the status of the 
resulting, acquiring or assuming bank as a national bank, a State member 
bank, or a nonmember insured bank; and providing that the appropriate agency 
shall take into consideration whether the effect of the merger, consolidation, 
acquisition or assumption may be to lessen competition unduly or to tend unduly 
? to create a monopoly. 

“Resolved, That the officers and councils of the sections of antitrust law and 
of corporation, banking, and business law, be directed to urge legislation e1:body- 

2 ing the foregoing principles upon the proper committees of Congress.” 

The resolution was offered by the section of corporation, banking, and business 
law and had the support of the section of antitrust law. 

The resolution reflected a change in the position of the American Bar Associa- 

n tion during the prior year. At its midwinter meeting in 1956 the association had 
adopted a resolution recommending that legislation be enacted the effect of which 
would be to amend section 7 of the Clayton Act by extending the asset provision 
to banks. It proposed that this result be accomplished by a statute such as H.R. 
r 5948 of the 84th Congress. This view had been voiced on behalf of the associa- 
tion on May 25, 1956, by Mr. Bergson. (Hearings before the Subcommittee on 
Antitrust and Monopoly of the Committee on the Judiciary, U.S. Senate, 84th 
Cong., 2d sess., on 8S. 3341, S. 3424, and H.R. 9424, p. 171.) 

After the 1956 midwinter meeting had ended, S. 3911 was introduced into the 
84th Congress. The provisions of this bill were similar to S. 1062 of the S6th 
Congress. The committee on State banks and the committee on National banks 
(which later were combined as the committee on banking), then reviewed all of 
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h the legislation affecting bank mergers which had been proposed during the 84th 
Congress and concluded that the approach embodied in S. 3911 of the 84th Con- 
gress and carried now forward in 8. 1062 of this Congress was the most desirable 

= one from the point of view of banks, their depositors, and the public in general. 

e The committee on State banks, by a vote of 16 to 0: the committee on National 

° banks, by a vote of 12 to 0; and the council of the section of corporation, bank- 


ing, and business law, by a vote of 9 to 0, recommended the foregoing resolution 
to the association for adoption. The resolution was then referred to the council 
of the section of antitrust law, which determined to support it when it was pre- 
h sented to the house of delegates. It was accordingly proposed by our section on 
February 19, 1957, and was unanimously adopted by the house of delegates. It 
thereby became the official action of the association. 
ut We supported section 23 of title III of the proposed Financial Institutions Act 
ut (S. 1451 and H.R. 7026 of the 85th Cong.) and now support S. 1062 of the 86th 
Congress. We believe S. 1062 is the proper approach to the regulation of the 
antitrust phases of mergers of banking institutions. In our opinion, such mergers 
can be more effectively regulated in the interest of depositors, shareholders, and 
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the public in general, by legislation affecting banks alone, rather than by extend- 
ing to banks legislation applicable to corporations of all kinds. In our judg- 
ment, bank mergers should be under the jurisdiction of the governmental bodies 
having general supervision over banking matters, that is, the Comptroller of the 
Currency, the Board of Governors of the Federal Reserve System, or the Federal 
Deposit Insurance Corporation, depending on the status of the parties to the 
merger. We think it desirable that bank mergers be subjected to the prior ap- 
proval of the cognizant supervisory agency and that once this approval has been 
given, the merger itself should thereafter be immune from attack. Any legis- 
lation that would permit an attack on an approved and consummated bank 
merger and which could be used to force a division of the resulting institution 
into its original parts would be dangerous to bank depositors and to the public. 

We favor the application of the “unduly” standard of S. 1062 rather than the 
“substantiality” standard of the Clayton Act where a bank merger is under con- 
sideration. We do not consider that every merger of banks, the effect of which 
may be substantially to lessen competition or to tend to create a monopoly, should 
necessarily be forbidden. We concur on this in the views of Senator Fulbright 
as set forth in his letter to Senator O’Mahoney, dated May 16, 1956, which is set 
out on pages 7 and 8 of the hearings on S. 3341, S. 3424, and H.R. 9424, 84th 
Congress, where he pointed out a number of situations where it may be in the 
public interest to permit a merger to be consummated even where it has just 
that effect. 

Accordingly, we feel that in the banking field, the standard now proposed 
by S. 1062 is one which is most in the public interest. 

The CHatrman. The next witness is Mr. Ben DuBois. He is 
representing the Independent Bankers Association. 


STATEMENT OF BEN DuBOIS, SECRETARY, INDEPENDENT BANKERS 
ASSOCIATION 


Mr. DuBors. Mr. Chairman and members of the committee: My 
name is Ben DuBois. I am secretary of the Independent Bankers 
Association, an organization with a membership of more than 5,500 
banks. Our headquarters is in Sauk Centre, Minn. 

Ours is an organization of small banks, a spokesman for bankers at 
the grass-roots level. Eighty-five percent of our membership consists 
of banks with assets of less than $10 million. About 14 percent of 
our member banks have assets ranging from $10 million to $100 mil- 
lion. Less than 1 percent of our membership are banks with assets of 
$100 million or more. 

The large banks that make up a small part of our membership are 
banks which believe in the old system of banking that has served this 
country well, the system that has the resources and capabilities to 
give the Nation adequate banking service, now and in the future. 

The banks belonging to our organization are determined to main- 
tain our diffused system of banking, a system of home-owned and 
home-operated banks dominated by the basic philosophy that a bank 
serves its community best when it is of, by, and for the community. 

Bankers in our organization had much to do with the passage of 
the Bank Holding Company Act of 1956. It is this group of bank- 
ers who are trying to maintain the prohibitions against branch bank- 
ing that exist in a number of States. It is this group of bankers 
who are alarmed over the wave of mergers that have taken place in 
late years. It is this group of bankers who want legislation that will 
positively stop this merger trend. Mergers beget branch banking 
and through late years many independent banks have disappeared via 
the merger route. 
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These mergers of late have not been for the purpose of taking over 
weak banks. Many of the Nation’s great banks have merged. The 
desire to be the biggest, the desire to dominate seems to be the moti- 
vating force. Another factor entering the picture, perhaps, is a de- 
sire of the merging banks to limit competition. 

The proponents of mergers have sometimes claimed that the merger 
increases competition. ‘This is a spurious statement, for it is a 
recognized fact that the fewer in the market place, the less the com- 
petition. 

The concentration of banking should alarm all those who believe 
in a democratic economy, who know the dangers of monopoly and 
who realize that a banking monopoly would dwarf into insignificance 
any other type of monopoly, as a enone monopoly would spread 
its tentacles into every conceivable form of business. 

There are three routes by which banking concentration is accom- 
plished: Branch banking, holding company banking, which in sub- 
stance is branch banking, and bank mergers. 

Branch banking is a matter for State legislatures. The Bank 
Holding Company Act of 1956 has had a restraining effect on hold- 
ing company expansion. Unfortunately, the intrastate clause that 
was in the House bill was left out on the Senate side. The legislation 
would be much more effective if the intrastate clause had been 
retained. 

The issue at bar today is legislation designed to control bank 
mergers. The bill before us is S. 1062. 

The rash of mergers in recent years has brought forth recom- 
mendations for merger legislation by Members of the Congress. The 
President has twice recommended merger legislation. Merger bills 
have been introduced in both Houses of the Congress. 

We understand that the bill under consideration by your committee 
has been endorsed by the Treasury Department. As the Comp- 
troller’s Office is part of the Treasury Department and of course in- 
terested in banking legislation, we can presume, I believe, that the 
bill before us expressed to quite an extent the views of the Comp- 
troller of the Currency. The Comptroller has approved, with few 
exceptions, the merger proposals that have come to his office. He has 
shown no disposition to stop mergers. 

It is our understanding that the Comptroller’s Office, Federal De- 
posit Insurance Corporation, and the Federal Reserve Board are sup- 
porting S. 1062. It is understandable why the Comptroller’s Office 
would support this mild measure and the Comptroller of the Cur- 
rency is a Bieseliar of the Federal Deposit Insurance Corporation. 

I would expect the Board of Governors to support antimerger 
legislation. Back in June of 1955, Chairman Martin, testifying on 
the House side, stated in substance that the Board was giving serious 
concern to the bank merger trend. 

It does surprise me, though, that the Board would accept the lan- 
guage of this bill. The bill provides, and I quote: 

In the case of a merger, consolidation, acquisition of assets or assumption of 
liabilities, the appropriate agency shall also take into consideration whether 


the effect thereof may be to lessen competition unduly or to tend unduly to 
create a monopoly * * *. 
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Just what does this language mean? Does it mean that the bank 
supervisory agencies are to approve bank mergers that tend to monop- 
oly, so long as the mergers do not tend unduly to monopoly? And 
what constitutes unduly ¢ 

Contrast this, if you will, with the language of the Clayton Act, 
which applies to other businesses and prohibits any merger where the 
effect of the acquisition, and I quote, “may be substantially to lessen 
competition, or to tend to create a monopoly.” Here is language that 
is meaningful, for it has been interpreted by the courts on numerous 
oceasions. "To discard this standard for the vague and novel “unduly” 
in S. 1062 is not only to invite trouble but more bank mergers as well. 

The language in this section of the bill presum: ably gives more dis- 
cretionary power to the supervisory agencies. The Federal spelt 
Board, one would think, would like to keep discretionary authority to 
a minimum. The discretionary authority in the Bank Holding Com- 
pany Act of 1956 has increa ised the Board’s workload and involved 
it in a number of very close decisions. 

It appears that when an agency has discretionary power, the little 
people are at a disadvantage. It has been this association’s conten- 
tion that good legislation spells out in det ail what can and cannot be 
done. 

It is apparently assumed that antimerger legislation will be passed. 
Therefore, those not opposed to mergers desire a bill that is not too 

restrictive. The very moderate bill before us, I am afraid, will have 
considerable support from some of the banking agencies and from 
some banking associations. You have heard of them. 

This bill provides that whenever the monopoly question arises, the 
appropriate agency, and I quote: 
shall not take action as to any such transaction without first seeking the views 
of the other two banking agencies referred to herein * * *. 


The bill further provides that, and I quote: 


in such a case the appropriate agency may also request the opinion of the 
torney General with respect to such question. 

I emphasize the “shall” and “may” to call attention to the fact 
that consultation between the bank supervisory agencies on a ques- 
tion of monopoly is mandatory, but consultation with the Attorney 
General is permissive. Why shouldn’t consultation be mandatory in 
both instances ? 

As bank mergers might be violations of the antitrust laws, it seems 
logical that the Justice Department shall be consulted by the bank- 
ing agencies. Antimerger legislation naturally comes in the field 
of the Attorney General’s office. 

The antitrust Division of the Justice Department has been doing 
an excellent job in enforcing antitrust laws. That agency knows 
the strangling effect. of monopoly upon business; the destruction of 
competition. It would seem that this proposed legislation is incom- 
plete unless the Department of Justice is included with the agencies 
in making decisions on bank mergers. Further, why should the su- 
pervisors “of State banks be excluded from having a voice in mergers 
that affect banks under their jurisdiction ? 2 

There is an antitrust “saving” clause governing bank holding com- 
panies. Why shouldn’t this same clause apply to banks? The clause 
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I refer to is section 11 of the Bank Holding Company Act of 1956 
and reads as follows: 

Nothing herein contained shall be interpreted or construed as approving any 
act, action, or conduct which is or has been or may be in violation of existing 
law, nor shall anything herein contained constitute a defense to any action, 
suit, or proceeding pending or hereafter instituted on account of any prohibited 
antitrust or monopolistic act, action, or conduct. 

A couple of other antimerger bills were introduced in the Senate 
and referred to the Committee on the Judiciary. Senator Sparkman 
introduced, what to us was a strong antimerger bill. As I recall it, 
his bill had about 10 cosponsors. Senator Wiley’s bill used the under- 
standable language, we favor, and I quote: 
may be substantially to lessen competition or to tend to create a monopoly. 


We understand that the Judiciary has turned antimerger legislation 
affecting banks over to the Banking and Currency Committee, so 
the only bill before us is S. 1062. 

It is with regret that we find it necessary to be in disagreement with 
this proposed legislation, especially in view of the fact that this bill 
bears the distinguished name of the chairman of this committee, 
but my responsibility is to express the views of the Independent 
Bankers Association. 

Our old system of independent banking is in jeopardy. The giant 
financial institutions with their insatiable appetite are slowly eating 
up the little fellows. The community banks that constitute a diffused 
system of banking, a system that is close to the people of the respective 
coluimunities, a system that gives personal banking which is far su- 
perior to the service rendered by a subsidiary of some distant central 
office, need your help. 

If independent banking is to survive, there must be legislation that 
will protect it from those who are forcing upon the country a foreign 
system of banking. 

We do not believe that there is any Member of the Congress who 
would advocate the destruction of our independent system of banking, 
our home-owned institutions. Even those bankers with monopolistic 
intent would not openly call for the elimination of independent bank- 
ing. However, by indirection these people and their institutions are 
slowly cutting the ground from under our old system of banking. 

In Missouri last fall some of the giant banks of that State advo- 
cated branch bank legislation. It was submitted to the people of 
Missouri. The people in every county in that State voted down that 
proposition. This is evidence of what the people think of branch 
banking. I believe that people feel essentially the same about. all 
forms of multiunit banking. 

The future of independent banking is more than a banking issue. 
It is a people’s issue and the Members of the Congress are, of course, 
interested in the public welfare. 

It is the hope of the Independent Bankers Association and, I believe, 
the hope of the people, that Congress will continue to pass legislation 
that restricts the big from becoming too big. Such legislation applied 
to the field of banking should have as its objectives the prevention of 
monopoly and the welfare of the Nation’s small banks. 

We believe a bank antimerger bill must do more than make a gesture 
toward partial closing of the door labeled “mergers.” We believe any 
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bank antimerger bill should be understandable and effective. S. 1062 
could be both if it were amended by striking the word “unduly” and 
substituting “substantially,” and by making consultation with the 
Department of Justice mandatory on all questions of monopoly. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity of appearing before you. 

The Cuarrman. Thank you, sir. 

We hope to get these hearings printed by the last of this week, or 
certainly by the early part of ‘the following week. After they have 
become available in printed form, the Chair will call a meeting of the 
committee to act in executive session on the amendments that have 
been suggested and on reporting a bill to the Senate. 

We have a statement from the Chamber of Commerce of the United 
States which will go into the record. 

(The statement referred to follows :) 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States supports S. 1062 which would 
amend the Federal Deposit Insurance Corporation Act to effect control over bank 
mergers and provide for advance approval of a merger or asset acquisition by 
the existing banking regulatory agencies. 

The national chamber has consistently stressed its dedication to the principle 
of a dual banking system which provides checks and balances consistent with 
effective supervision in a private enterprise economy. 

During hearings on the Financial Institutions Act of 1957, the National Cham- 
ber supported provisions in that legislation which would have given authority 
to the three supervisory agencies, the Comptroller, the Federal Reserve Board, 
and the FDIC, to decide the fate of proposed bank mergers and consolidations. 

Competition is, of course, the essence of free enterprise, and maintaining com- 
petition is vital to the preservation of free private financial institutions. But 
preserving existing competitors is not the same as preserving the competitive 
nature of the system. Moreover, in evaluating the degree of competition which 
exists in a particular case, the relevant market must be considered. Commer- 
cial banks must compete with other financial institutions both in securing pri- 
vate savings and in their lending operations. We believe that bank mergers 
and consolidations, per se, rarely result in a lessening of overall competition 
in financial markets, and in many cases actually improve competitive condi- 
tions and, thereby, service to business and the public at large. 

In addition to the competitive implications of bank mergers, other public in- 
terest factors, peculiar to banking, are of great importance. Safety, solvency, 
and adequacy are of prime consideration. In a particular community protecting 
the public and assuring the public of adequate banking services are often more 
important than preserving an existing banking institution. For example, there 
may be four or five good banks, highly competitive; suddenly one finds itself ina 
weakened condition, but still solvent. A merger with one of the stronger banks 
might or might. not tend to lessen competition, but this factor cannot be con- 
sidered, in a vacuum. To deny a merger or consolidation, might result in the 
final liquidation of the bank to the detriment of depositors and the citizens of 
the community. 

Because of the complex of factors which obtain in the banking field, Congress 
and the States have established sound and adequate chartering and supervisory 
agencies. Banking is a highly regulated industry. It seems only sensible that 
the agencies charged with the public responsibility of supervising must also 
remain in a position of determining the effects and ramifications of mergers and 
consolidations within the industry. 

A real and vigorous competition permeates the banking industry. This com- 
petition has been fostered through the development of better communications 
and the accessibility to credit and other banking sources. 

Often overlooked in this rigorous financial competition are the many other 
financial institutions which provide vigorous competition in the savings and 
lending field. 
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In the private sector alone, commercial banking competition is two-pronged; 
(a) from other banking institutions, and (b) from other types of financial insti- 
tutions; such as, savings and loans associations, credit unions, savings banks, 
finance companies, and insurance companies. 

In addition to private competition in the savings and lending field, the Fed- 
eral Government provides competition for financial institutions through sub- 
sidies, grants-in-aid or insuring activities. With this Federal invasion into the 
credit field came direct lending in 1917 and the insuring and guaranteeing of 
private loans in 1934. In some instances this may have been helpful to the 
banking system, but not without the inherent dangers of Federal intrusion. 
Some of these Federal programs in the financial field are: 

Governmental savings programs: 

Postal Savings System 
U.S. savings bonds program 
Governmental lending programs: 
Small Business Investment Companies Act 
Small Business Administration : 
Disaster loans 
Business loans 
Department of Agriculture: Rural electrification loans 
Farm Credit Administration: 
Federal land bank loans (long-term) 
Production credit association (short-term ) 
Federal intermediate credit bank (short term) 
Banks for cooperatives 
Housing and Home Finance Agency : 
Urban Renewal Administration advances (5 year and long-term) 
Community Facilities Administration : 
College housing loans (long-term) 
Public facility loans (long-term) 
Public Housing Administration: Low rent housing 

Within the overall framework of supervisory and chartering agencies on the 
State and National level, banking has undergone profound change. There has 
been a marked change from the more restricted clientele-type of banking to 
mass or retail banking. This new approach to serving the community has 
brought considerable change in the availability of credit. And this new approach 
has meant the development of financial services never before dreamed of in 
the American economy—personal, consumer, and installment loans; crop, seed, 
livestock, and machinery loans and the newer type of industry, business, and 
agriculture term loan. 

American business and the consuming public have been served by the bank- 
ing industry through all of these new and more efficient developments. The 
services of financial institutions have been broadened and modernized, leading 
to aggressive and greater competition. 

With rapid communications, speedy transit, and efficient business operations, 
the services of banking institutions can be had anywhere in the Nation—from 
the smallest community to the larger metropolitan centers. As business tends 
to demand more credit and banking service, it is essential that banking insti- 
tutions be able to meet these dynamic needs. 

The nature of the banking business requires that consideration be given to 
all factors relative to a merger. S. 1062 would make explicit the authority 
over bank mergers and asset acquisitions of the Federal Deposit Insurance 
Corporation, Comptroller of the Currency, and Federal Reserve. We believe 
that S. 1062 is designed to provide effective regulation of bank mergers by the 
agencies that must regulate other banking operations. We therefore support 
S. 1062 and urge favorable consideration of the bill by the Senate Banking 
and Currency Committee. 


The CuHarrmMan. We havea chart from the American Banker, which 
shows deposit comparisons for the years 1940, 1945, 1950, 1955, 1957, 
and 1958, by size groupings of commercial banks and mutual savings 


banks. 
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(The chart referred to follows :) 


{American Banker, Mar. 19, 1959] 


Deposit Comparisons Dears, 
BILTON 1940, 1945, 1950, 1955, 1957, 1958 te 


--ALL U.S. BANKS: 
$251.4 Billion 









250-< 


By Size Groupings ef Comm’ Banks a 
in the United States at Year Ends, : <MUTUAL SAVINGS 
= And Mutual Savings Banks Totals ; BANKS ¢ 
225—— , $3.1 Billion 
Compiled by American Banker 
In Cooperation with Polks ~ALL U.S, COM! 
200<< Bank Directory. BANKS : 
$217.3 Billion 
-COMM'L, BANKS 


CYER $10 BILLION: 
$153.3 Billion 


--100 LARGEST 
COMM'L, BANKS : 
$102.0 Billion 


1940 194s 1990 . 1955 1957 1958 


Percentages shown represent, cumulatively, the proportion of total de- 
posits of all banks in the United States held by the size groupings of banks; mu- 
tual savings banks’ figures are their percentages of total for all banks in U. S. 


We have received from the Federal Reserve Board a compilation 
of State laws relating to delegation of authority in bank mergers and 
consolidations. Without. objection, we will insert it in the appendix 
tothe record. (See p. 182.) 

In view of the frequent allusions to the Sherman Antitrust Act 
and the Clayton Act, appropriate sections from both will be inserted 
in the appendix to the hearings. (Seep. 200.) 

Frequent references have oon made during the hearings to three 
merger cases, the International Shoe case, the Bethlehem-Youngs- 
town Steel case, and the First America case. The opinions on the 
cases, or extracts, will be inserted in the appendix to the record. 
(See p. 202.) 

The committee will stand in recess subject to the call of the chair- 
man. 
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Mr. DuBots. Senator, I forgot to thank you for letting me appear 
before you. 

The CHarrMAN. We are always pleased to have you, and I want to 
thank the other witnesses who came and gave us the benefit of their 
advice. 

(Whereupon, at 12:42 p.m., the committee was recessed subject to 
the call of the chairman. ) 





APPENDIX 


The following appendixes to the statement of Mr. Gidney, the 
Comptroller of the Currency, was ordered inserted in the appendix 
to the record. See page 27. 
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REGULATION 





California: 
United States II. B., 
Anglo Calif. N. B., 
security-First N. &., Los Angeles 

Connecticut: 
Hartford N. 





B. & Tr. Co., Hartford 
First N. B. & 
Idaho: 

Idaho First 
Illinois: 

First N. B., Joliet 
Indiana: 

Old N. B., Evansville 

First N. B. & Tr.Co., Crawfordsville 

Indiana N. B., Indianapolis 

Citizens N. B., Bedford 
Kansas: 

Central N.B. & Tr. Co., Topeka 
Kentucky: 

First N. B., Louisville 
Massachusetts; 

Middlesex County N.B., Everett 
Michigun: 

Peoples N. B., Bay City 


Nebraska: 


Tr. Co., Bridgeport 


N. B., Boise 


’ » 


Virst N. B., Chadron 
Beatrice N. B., Beatrice 
New Hampshire; 
Farmers & Traders 
Bank, Colebrook 
New Jersey: 
National State Bank, Newark 
First N. B., Jersey City 
Asbury Park N. B. & Tr. Co., 
Asbury Park 
Hudson County N. B., Jer 
iat'l & 


Nat'l & Savs. 


Nevark Essex Bkg. Co., 


seword) 


hudson County Nl. 


Be, Jerse Lt) 





Central N. B.,™M 
Niavara County N. Bb. Tr. Co., 
Lockport 





Valls N. b. 
Glens Falls 


1 T 


Usche 





OF BANK MERGERS 










Total 
resources of 
absorbed bank 





of absorbed bank 


Monrovia 
of Sacramento 
of Hueneme, Hueneme 


$5,846,703 
8,975,700 
1,585,000 





East Hartford Tr. Co., East 
llartford 
shelton Trust Co., Shelton 


8,114,732 


8,769,414 


First N. B., Kellogg 3,243,899 
Farmers First N. B., Minooka 1,532,539 


North Side Bank, Evansville 7,954,243 
Crawfordsville Tr.Co., Crawfordsville 475,883 
Union Trust Co., Indianapolis 46 469,533 
Citizens Trust Co., Bedford 980 ,200 
Central T 


rust Co., Topeka 2,140,118 





Security Bank, Louisville 8,199,500 


First N. B. in Medford 


17; 269 »986 


N. B. of Bay City, Bay City 19,599,128 


The First N. B., Chadron 
Beatrice State Bink, Beatrice 
Farmers Guaranty Savs. Bank, 1,548,024 


Colebrook 


22..2 


C B., Orang 11,154,104 
Franklin N. B., Jers Ci 11,715, 30 


Ss 780 
De leg (Xv 











} ra > rn = 1+ - é rn 
seaboard Trust Co., oboken 42,0 (9,000 
nN wtelair a 4 c xy 
Ban i itclair, Montclair 13,500,200 

snhire R e M,. " . 1 
Guttenburg Bk. & Tr. Co., 11,400,100 
Unit wtat Tr. COe, ax 35,051,400 

+ Rn ~ + 
est stead N. B., West ; 7 

ar Th! 

ston N. B., Willis ton Par} L602, 0% 

et N. B., Barker i, »+ 
Fort i ark Ne bey rt ward 3d)+ Pinas 


140 


VUNOULIDAT I 








ArLNUVED bi 








—. 5 
DuBois Deposit ll. B., Du Boi 
e t : 
Pittsbur 
First e Bey : 
Mello i. Be & 
Central -P« N. iladel 
R A» lar 
Rhode lanc 
Rhode Island 1 N. Be, 


Prov 
Providence N. B., Providence 
South Car 


' 
L “>; 
' 
ie *) 
Lh Ne Dey 





my ony 

> 02 
4 
t 
o 


H 
C 











vi 
col « Bey 

Washington: 
Seattle-First N. B., Seattle 
N. of rce, Seattle 
N. I merce, Seattle 
Seattle-First N. B., seattle 
N. B. rece, Seattle 

TN - 19 
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OF BANK MERGERS 


ine aw we 
SALE TRANGACTIONS 
- Cont'd 








Name of absorbed bank 








DuBois N. B., DuBois 
Ne I Springdale, Springdale 





Ne De O12 
First N. B., Cecil 
Farmers Pittsburgh 


Turtle C . 
Turtle Creek Bh. & Tr. Co., 


Deposit N.B. 





Tort) ‘re 
Purtle ree) 


+ . 


Tne Charter 





>k N. Be, Newport 





Wel-efinld 019 c raficela 
Wakeficld Trust Co., We.kefield 





ount) » Union 
Mutual Bank of Landrum, Landrum 


Bank of Jonesville, Jonesville 





e First National Bank of Alpine 


National Bank, Jefferson 
Co., Pulaski 


B., Vancouver 
State Bk., Quincy 


shurn 





sei Pe 
Bank, Oma 


‘-, White Salmon 





Ventura 




















tal 
resources of 
absorbed bank 











> og 
il, JOU » 900 ( 
29 ¢ 
fy DEV pv ‘ 
5 100 


ne 
2,192,500 


1.000 
1,022,000 











6 
8 


, 
) 


w 























see — 
ew Jerse’ 
] ewar € A t . . 
Yc r 
Chautauqua N. B. & Tr. . 
Jamestown 
Staten Island NN. B. & Tr. Co. 
Port Richmond, Staten Island 
tN. B., Cincinnati 
01 hoenix N. B., Medina 








of Commerce, Seattle 
First N. E Seattle 
Sommerce, Seattle 











Bank, Kenosha 





First National Bank, Lander 


TOTAL - YEAR 195] 





irst 1. B. of San Mateo Co. 
Redwood City 


Security First N. B., Los Angeles 


Anglo Calif. N. B., San Francisco 


Idaho: 
Idaho First ". B., Boise 


at Reaueitw Ran Ta : 
First Security Bank of Idaho, 


at'l Assn., Boise 





38251 O—59 


REGULATION OF BANK 








MERGERS 


LVANOAUL LOLA 


Cont'a 








cinnati 
Seville 
oO., Berea 





N. B. & Tr. Co. of 


irst N. B., Kingst 





irst N. B., Oakr 
Parnassus 
First I. B. 


Osceola 


De, lew K 













Odessa 
Colville 


(30 anks ) 
1952 


Baak of Seward eward 
First r Belmont 
Southern Co vy Bi. shel 
Kern County lank, Taft 
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Total 


Dein 


~ 


no + 
MWY 


WwW 


DW Ww 


515 


Ww 


th 


resources of 


absorbed bank 





ao 
yote 

2,99 

aetna 





$71,794 
2A oan7 
3 3,25 

316 ’ 395 


« 
Ww 
) 
= 


OW 
-5 
OW Or 
OoOwOo 


Ww 


~ 


>); 






REGULATION 


entucky: 
First & Farrers 

Michigan: 
N. B. of 


- 
N. B. of 


Detroit, Detroit 
Jackson, Jackson 
of Detroit, Detroit 
N. of Detroit, Detroit 
Manufacturers N. Detr 
Missouri: 
First N. B., Joplin 
First N. B., Stewartsville 
New Jersey: 
Allenhurst N. B. & Tr. Co 
Allenhurst 
Citizens Northern Valley N. B., 
Englewood 
The N. B. of New Jersey, 
New Brunswick 
Nat'l Newark & 
Newark ; 
First N. B. & Tr. 
Nat'l Newark 
Newark 
New York: 
Franklin WN 


N. B. 
R 
B. 


Essex Bk¢ 


B., Franklin Square 
Freeport 

» Huntington 

Oswego 


ow Brook 
Suffolk 


B., 
B., Troy 


a. Bi. 


Manufacturers N. 
First Westchester 
New Rochelle 


sellin 


TN NeBDey 


Bk. 


Franklin Square 
& Tr. Co., Albany 
Cincinnati 
Cincinnati 
Newark 
Atlas N. B., Cincinnati 
Winters & Tr. Co., 


Oklahoma: 


Dayton 


Marietta 
snyder 
fl Reno 


N. B., Portland 
Pennsylvania: 
Central-Penn N.B., 
N. B. of Pottstown, 
Central-Penn N.B., Philadelphia 
County N.B., Clearfield 
Mellon N.B. & Tr. Co., Pittsburgh 
Miners N. B., Wilkes-Parre 


Philadelphia 
Pottstown 


» 


OF BANK MERGERS 


Farmers 


First N. B., Plymouth 
Brooklyn State Bank, Brooklyn 
Wayne State Rank, Wayn 

Plymouth United Savs. Bk., 


Plymouth 
Detroit 


> 


ited Savings Bank, 


Joplin N. B. 
Stewartsvi 


Tr. Co., Joplin 
le State Bk., Stewartsville 


” 


First N. B., Eatontown 


wu 


Northern Valley N. B., Tenafly 


Metuchen Metuchen 
Bloomfield 

I eld 
Harrison 


Savin 
paving 


tr. 
Investment 
Orange 


ry n 


Wwe De x 


Co., Floral Park 
Peoples B., Lynbrook 

First N. B. & Tr. Co., Northport 
Citizens N. B. & Tr. Co., Fulton 
Amsterdam City N. 3., Amsterdam 
Bronxville Tr. Co., Bronxville 


Bank of 
Hudson 


ngdale, Farmingdale 
Riv Tr. Co., Hudson 


First. N. B., Norw 
Norwood Savings 
Kirkersville Savs 
The Columbia Rk. 
Cincinnati 
Sarrollton Bank, 


Norwood 
Kirkersville 


West jest Carrollton 
Love County 

Planters State 
Piedmont State 


Marietta 
k, Mt. Park 
Piedmont 


Curry County Bank, Gold Deach 


City N. B., Philadelphia 

Nat'l Iron Rank, Pottstown 

South Philadelphia N.B.,Philadclphia 15, 
Madere N. B., Madera 

Carnegie N.B., Carnegie 


First N. D., Nanticoke 
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CONSCLIVATIONS, MERGERS AND PURCHASE AND SALE TRANSACTIONS 
APPROVED BY THE COMPTRCLLi:R OF THE CURIZ:NCY - Cont'd 





1952 - Cont'd 








Total 
resources of 
Name of receiving bank Name of absorbed bank absorbed bank 










Pennsylvania - Cont'd 


























Peoples First N. 3. & Tr. Co., Crafton N. B., Crafton £3, 587,548 
Pittsburgh 

Miners N. 8, Wilkes-Barre Miners N. B., Nanticcke 6,350,280 

First N. B., Lebanon North Side Bank, Lebanon 1,143,232 

First N. B. & Tr. Co., Hanover Hanover Trust Co., Hanover 7,898,878 

Warren N. B., ‘Warren Tidioute State Sank, Tidioute 1,318,305 

Peoples First N. 8. & Tr. Coe, Charleroi Savs. & Tr. Co., 5,108,457 

Pittsburgh Charleroi 
Mellon N. B. & Tr. Co., Pittsburgh Polithania State Bank,Pittsburgh 4,143,415 
Mellon N. 8. & Tr. Co., Pittsburgh Safe Deposit & Title Guaranty 11,332,240 
Co., Kittanning 

Nellon N. B. & Tr. Co., Pittsburgh Canonsburg Tr. Co., Canonsburg 11,510,538 
Tennessee: 

First American N.8., Nashville Madison Bk. & Tr. Co., Madison 2,498,022 
Texas: 

First Strawn N. 3., Strawn First N. B., Strawn 861,339 
Vermont: 

First Brandon N.3., Brandon Brandon N. B., Brandon 951,082 

Howard N.B. & Tr.Co., Burlington Burlington Tr. Co., Burlington 8,051,028 
Virginia: 

Merchants N.B., Hampton Bank of Fox Hill, Fox Hill 446,221 
Washington: 

N. B. of Commerce, Seattle First N. B., Burlington 2,7 0netae 

N. 3. of Commerce, Seattle ritizens Bank, College Place 1,695,974 

TOTAL - YAR 1952 (59 banks) 517,662,108 


1953 - Jan. 1 to Apr. 15, incl. 





California: 

















Citizens Nat'l Tr. & Savs. Bk. First N. 3., Corona #5 ,102,519 
Riverside 
Citizens Nat'l Tr. & Savs. ok. Citizens Bank, Corona 2,926,282 
Riverside 
connecticut: 
N. 8. of Commerce, New London Mystic River N.B., Mystic 3,012,596 
Idaho: 
First Security Bk. of Idaho, First Trust & Savings Bank, 9,889,631 
Nat'l Assn., Boise Moscow 
Indiana: 
Merchants N.8., Indianapolis Co-ops' State Rank,Beech Grove 1,507,123 
Kansas: 
American N.B., Baxter Springs Raxter N. B., Baxter Springs 1,334,747 
Kentucky: 
N. B. of Lancaster, Lancaster Citizens N.A., Lancaster 1,837,121 
Farmers N.3., Williamsburg Farmers O0k.&Tr. Co.,\Williamsburg 1,613,426 
Maryland: 
Far. & lechanics-Citizens N.B. Citizens N.B., Frederick 10,777,390 
Frederick 
New Jersey: 
First "2. Tr. Co., Paterson North Jersey N.B.,Pompton Lakes 8,169,996 
Rutherford !!.!}., Rutherford North Arlinjton N.ii., North 
Arlington 5,438,939 


First N.B., Toms River First N.B., larneyat 3,187,- 


REGULATION OF BANK MERGERS 


SALE TRANSACTICNS 
RRENCY - Cont'd 


to Apr. 15, incl. - 


1 2 Cont'd 


Total 
resources of 
Name of ré Name of absorbed bank absorbed bank 


New York: 
First N. By, Canajoharie Nat'l Mohawk River Bank, Fonda $ 2,800,186 
Wilber N. B., Oneonta Milford N.B., Milford 922,2 
Meadow Brook N. 8., Freeport Port Washington-Manhassett N. B. 27,504,611 
Port Washington 
Ohio: 
First N. B., Zanesville First N. B., New Concord 1,714,427 
Central N. B., Cambridge First N. B., Senecaville 755,025 
First N. B., Mansfield Mansfield Savs. Trust N.B., 36,988,954 
Mansfield 


r. Co.,Ashtabula Marine Savirgs Hk. Co., Ashtabula 3,159,713 


Farmers N. B. & T 
Pennsylvania: 
First N. B., Chester Marcus Hood N. 3., Marcus Hook 5,661,670 
Punxsutawney N.B., Punxsutawney First !!. B., Dayton 799 , 766 
First N. B., Mercer Farmers N. B., hercer 2,346,820 
Second N. B., Uniontown First N. B., Perryopolis 
Mellon N.B. & Tr.Co.,Pittsburgh Ambridge N.3., Ambridge 
First N. 3., Carbondale Mayfield State Sank, Mayfield 
South Dakota: 
Aberdeen National hk., Aberdeen Columbia State Rank, Columbia 
Utah: ; 
First Security Bank of Utah, tear Piver State Bank , Tremonton 
Nat'l Assn., Ogden 
Washington: 
Pacific N. B., Seattle irst N.2., sellevue 
Seattle-First N.B., Seattle Miners & Merchants Tk., Chelan 


TOTAL 1953, JAN. 1 2. 15, INCL, - (29 banks) 





REGULATION OF BANK MERGERS 


CONSOLIDATIONS, RGERS AND PURCH 


APPROVED BY COMPTROLLER OF Cl 


1953 = Apr. 16 to 
Total 
resources of 
receiving bank lame of abs c nk absorbed bank 
ih 


American N, | San Bernardino j N. B Big Bear Lake % 1,603,917 
Connecticut 
H ; B. & Tr.Co., Hartford 

. & Tr.Co., Hartford 


columbus 


B., Boise 


Franklin N,B., Franklin Square irst 

N. B., Wallkill First N, 

iffol t Huntington Northport Tru c Northport 
N.B ( Syracuse Industrial Bk f Central New 


eyracuse 


Citizens 


ati 
-town M Re Bes 


TY N, } T + 
Upper Nevada Deposit 


idge 

Cleveland 
N. B., Portland 
« Bey Portland 


Velaware County, 
Lebanon 


ey Philadelphia 
irre 





REGULATION OF BANK MERGERS 





ashineto 
wasnington 


Loan & Tr.Co., ‘ashirgton 


ate 


shicago 


e, indian 


ank, Newtown 


Bank, Topeka 
Matthews 


nk, Freeburn 


. $9) 
whitesville 
jontiner 

shrevend 


terwick 





REGULATION 


CONSOLIDATIONS, 


OF BANK MERGERS 


MERGERS AND PURCHASE AND SALE TRANSACTIONS 


MO 


APPROVED BY COMPTROLLER OF CURRENCY RAY M. GIDNEY - Cont'd 


Name of receiving bank 


Ska: 


Neb k 
ha | 


a 
ma Il. B., Omaha 
Nevada: 

First N. B. of Nevada, Reno 


New Jersey: 
Nat'l State Bank, Elizabeth 
New York: 
Oneida V lley N.B., Oneida 
Suffern N.B. & Tr. Co., Suffern 
First Suffolk N.B. ,Huntington 
Central N. B., Canajoharie 


Franklin N.B., Franklin Square 
N. Be. of Westchester, White Plains 
Meadow Brook N. B., Freeport 


National City Bank, 

National City Bank, 

National Commercial 
Tr. Ca, Albany 

Wilber N. B., Oneonta 

Franklin N.B., Franklin Square 


Franklin N.B., Franklin Square 
Rye N 


Troy 
Troy 
Bank & 


« B., Rye 
> Westchester, White Plains 
iow Brook N. B., Freeport 
ow Brook N. B., Freeport 
n County N. B. & Tr. Co., 
Gloversville 


hin: 


First N. B., Powhatan Point 
entral N. B., Cambridge 
,»Cincinnati 

B., Flushing 
Germantown 


B 


N.B. of 


irst N. 
-tizens 


irst N. B., 


N.B.,Mount Vernon 
, Mansfield 
B., Newark 


Portland 
Portland 
Portland 
Portland 
Portland 
N.B., Portland 
tates N.B., Portland 
B., Portland 
Portland 
Portland 
Portland 
Portland 
Portland 
Portland 
Port) and 
Portland 
» Portland 


+as 
ates 


1954 


- Cont'd 
Total 
resources of 


Name of absorbed bank absorbed bank 


Live Stock N. B., Oma 
Farmers Bk. of Carson Valley, Inc., 
Minden 

Roselle Park Tr.Co., Roselle Park 14,812,222 

First N. B., Sherrill 

N. B. of Tuxedo, Tuxedo 

First N.B. & Tr.Co., Amityville 

First ". B. of Middleburgh, 
Middleburg 

First N. B., Inwood 

Tarrytown N.B. & Tr. Co.,Tarrytowm 

East Rockaway Il. B. & Tr. 
East Rockaway 

Ticonderoga N. B 

Citizens N. B., 

Plattsburgh N. B. 
Plattsbursh 

Schenevus N. B., Schenevus 

Nassau County N.B., Rockville Centre 

Great Neck Tr. Co., Great Neck 

Rye Trust Company, Rye 

Westchester Bk. & Tr.Co.,New Rochelle 

Bank of Hicksville, Hicksville 

Lawrence-Cedarhurst Bank, Lawrence 

Northville banl:, tliorthville 


2,305, Wl 
1, 532, 383 
9,638, 924 


2,960,204 


13, 720, 301 
7,684, 82k 


Co., 5,030 


{,9 


069 


» Ticonderoga 4,185, 
ort Henry 


3,251, ! 
& Tr. Co., 20,624, € 


B., Clarington 

B. Byesville 

B Cincinnati 

Piedmont State Bank, Piedmont 

Farmers & Citizens Savings Bank Co., 
Germantown 

Dan Struble & Son Dank, 

Shiloh Savings Bank Co., 

Union Licking Bank, 


Fredericktown 
*hiloh 
Newark 


First Cottare Grove 


First | B., Lugene 


1@ 


W- 


Forest Grove 
Lebanoa 
Prineville 


‘2 


1O 
~Wk ¢ 


 cD* 


“yon, Hillsboro 


Silverton 


.» Sweet Home 
Morelandi-Sellwood Nk., Portland 
Corvallis Rank, Corvallis 
Monroe Tank, Mouroc 
Carlton Teunk, Carltor 
Ontario Bank, Outaric 
Yawnhill Bank, Yamhill 
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- 10 - 


CONSOLIDATIONS, aehuthS AND PUNCHASE ANU SALE ThANSACTLONS 


AVPROVED eY COtrThoLLik OF CURACY RAY ut. UlbineY - Cont'd 


1954 = Cont'd 
s0tuG ~ 


resources 
receiviny bank Name of ubsorbed bunk ebsorvuea 


O&liK 


ates N\. B., Portiend Oregon Stcte binx, Brookings ¥2, 908, 543 
étes N. b., Portlend Johnston Brothers, Banxers, Dufur 2,02, 684 
-» Rortlend First State Bban«, waldport 1,229, 383 


First N. ¢ cClure 1,154,553 
widdleburg First N. B., seaver Springs 
wberlund County N. 5. & Tr. C Camp Hill N. 
New Cumberleind 
Cumberland County N. B. & Tr. west Shore N\. B., Leaoyne 
Ney Cumberland 


1,116, 559 


B., Camp Hill 4,804,191 


39 4O3,065 
N. B., Lewistoun ticVeytown N. b., McVeytonn 1,075,768 
st N. B., McKeesport First N.B. of Monongahela City, 12,172,599 
Monongenela 
derchants N. B., yuasertown Sellersville i. B., Sellersville 259535094 
First N. b., »llentown Allentorm N. B., Allentown 59,671, 29< 
Jim Thorpe N. B., Jim Thorpe Citizens N. b., Jim Thorpe 1,624,257 
Union N. 8. & Tr. Co., Souderton Telford N. B., Telford 3,519,377 
Philedelphia N. B., Philudelphiz First N. 8.4, Lansdale 17, 315,884 
Philadelpnii N. B., Philaedelphie Montgomery N. B., Norristonn 11,9<2,626 
First N. B., McKeesport First N. 8. of Belle Vernon, 5,499,933 
North Belle Vernon 
Pennsylvanie N. B. & 1 City N. &., Pottsville ~,446,193 
Pottsville 
Peoples First N. B. & 
Pittsburgh 
Mellon N.B. & Tr.Co.,Pittsburgh Peoples n. B. & Tr. Co., Monessen 8, 5&5, 301 
Mellon N.B. & Tr.Co.,Pittsburgh N. Bb. of Ford City, Ford City 45 338,086 
Union N. B., iwuhanoy City First N. o., Girardville 25457, 749 
Peoples First N. B. & Tr. Co., First N. B., Canonsburg 6,647, 549 
Pittsburgh 
Dutois Deposit N. b., Dubois N. B. of Brooxville, Brookville 3,625, 2hh 
Mellon N.b. & Tr.Co.,Pittsburgh ’ First N. b., Beaver Falls 5,094,954 
First N. B., McKeesport First W. b., Finleyville 4,414, 344 
First N. B., McKeesport First N. B., hoscoe < 450,013 
Peoples First N. B. & Tr. Co., First N. B., tcKees hocks ©, 900,187 
Pittsburgh 
First N. 8., Lewistown ilroy Banxinz Co., Milroy 
N. B., Philadelphia Chester-Cambridge Bk. & Tr. Co., 
Chester 
Washington Union Tr. Co., husnington 


Tr. Co., First NW. B., McDonald 6,501, 596 


McDoneld Sevs. & Tr. Co., McDonald 
N.b. & Tr.Co.,Pittsburgh The Renkin Benk, hKan«u 
Peoples First N. 5. & Tr. Co., Peoples Benx, Culifornia 
Pittsourgh F 
Peooles First N. B. & Tr. Co., Peoples Bank, iurianne 
Pittsburgh 
Peoples Firs . B. & Tr. Co., Buna of klizabeth, Llizabeth 
Pittsburgh 
hkhode Isiind: 
Industrial . &., Providence Industrial Trust Co., VProviaeuce 
Tennessee: 
Cleveland N. b., Cleveland Hivasse benk, Chourleston 
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Re 






CONSOLIDATIONS, MERGERS AN!) PURCHASE AND SALE TRANSACTIONS 
APPROVED BY COMPTROLLER OF CUIKRENCY RAY M. GIDNEY - Cont'd 


1954 - Cont'd 








Total 
resources of 
absorbed bank 


X 


Name of receiving bank Name of absorbed bank 





Texas: 













First National Bank in Dallas Dallas National Bank, Dallas $94,409,433 
Republic National Bank, Dallas National City Bank, Dallas 48,539,276 
First National Bank, Deport Deport State Bank, Deport 621,982 
Marfa National Bank, Marfa Marfa State Bank, Marfa 1,840,437 
Virginia: 
First & Citizens N. B. Citizens N. B., Alexandria 29,271,764 
Alexandria 
Washington: 
Seattle-First N.B., Seattle First N. B., Renton 6,335,306 
Peoples N.B. of Washington, Grant County State Bank, Ephrata 6,482,678 
Seattle 
Peoples N.B., of Washington, Othello State Bank, Othello 992,947 
Seattle 
N.B, of Commerce, Seattle Farmers State Bank, Newport 2,907,216 
Peoples N.B, of Washington, Magnolia State Bank, Seattle 2,648,747 
Seattle 
N.B. of Commerce, Seattle Citizens Bank of Blaine, Blaine 1,642,758 
West Virginia: 
Citizens N.B., Elkins Bank of Pickens, Pickens 08,948 











TOTAL = YEAR 1954 (126 banks) 











2,058, 262,234 


1255. 






Alabama: 


Anglo Calif. NB., San Francisco 
Valley N.B., Alhambra 

First N. B., Dixon 

Anglo Calif. N.B., San Francisco 


Anglo Calif., N.B.,San Francisco 
Bk, of America, N.T. & S. A., 
San Francisco 
Bk. of California, N. A. 
San Francisco 
United States N.B,, San Jiego 


Connecticut: 


Connecticut N.3,, Bridgeport 
Hartford NB, & Tr.Co., Hartford 
Hartford NB, & Tr.Co., Hartford 
Hartford NB, & Tr,Co., Hartford 
New Haven Bk., NBA, New Haven 
First N.B. & Tr.Co., New Haven 


First N. B, Yreka 

Pacific N.B., Long Beach 

Northern Solano Savs. Bk., Dixon 

Bank of South San Francisco 
South San Francisco 

Suburban Rank, Fair Oaks 

Peoples Bank, Long Beach 


Bank of Berkeley, Berkeley 


Costa Mesa Bank, Cesta Mesa 


First N. B., Westport 

Central N.B. & Tr.Co., Middletown 
Middletown N.B., Middletown 
Uncas-‘lerchants NB., Norwich 
Morris Plan Bank, New Haven 
Milford Trust Co,, Milford 


Merchants N.B., Mobile Loop N. B., Mobile $ 6,616,917 
Merchants N.,, Mobile Prichard N. B., Prichard 6,114, °4 
Arizona: 
First N. B. of Arizona, Phoenix White Mountain Bank, McNary 3,293,003 
California: 
Citizens Nat'l Tr. & Savs, Bank Fontana N. B,, Fontana 5,909,963 
Riverside 
Citizens Nat'l Tr, & Savs. Bank Yucaipa Valley N.B., Yucaipa 3,494,461 
Kiverside 
Security First N.B., Los Angeles Citizens N. B., Claremont 6,028,681 


6,049,981 
8,262,925 
2,432,645 
12,106,473 
4,159,689 
22,394, 486 


6 _704,.922 
16,204,922 


7,801,795 


4,489,487 
10,130,606 
»700,395 
454,903 
oo4 853 


005,936 


—mNQ 


, 
, 
> 


1 





150 


APPROVED 


Name of receiving bank 


Tllinois: 
Chicago N. 8., Chicago 
Indiana: 
First N. B., Aurora 
Iowa: 
irst N. B., Creston 
Kentucky: 


Liberty NB. & Tr.Co.,Louisville 


State N. B., Maysville 


Liberty N.B. & Tr.Co., Louisville 


Louisiana: 
N.B. of Commerce, New Orleans 
First N. B., Shreveport 
Maine: 
Northern N. B., Presque Isle 
Massachusetts: 
First Safe Deposit N.B., 
New Bedford 
Michigan: 
Manufacturers N.B., Detroit 
N.B. of Detroit, Detroit 
N.B. of Detroit, Detroit 
N.B. of Detroit, Detroit 
Missouri: 
First N. B., Kansas City 
First N. B., St. Louis 
Nebraska: 
Minden Exchange N.B.,Minden 
Nevada: 
First N.B,. 
New Jersey: 
First Camden N.B, & Tr.Co., 
Camden 
First Camden N.B, & Tr.Co., 
First N.B. & Tr.Co., Paterson 
Nat'l State Bank, Newark 
Boardwalk N.B.,Atlantic City 
Nat'l Newark & Essex Bkg.Co., 
Newark 
Nat'l Newark & Essex Bkg.Co., 
Newark 
New Mexico: 
First N.B,, Dalhart, Texas 
New York: 
First Westchester N.B., 
New Rochelle 
First Suffolk N.B,, Huntington 
Meadow Brook N.B., Freeport 
Franklin N.B., Franklin Square 


" “non " " 


of Nevada, Reno 


" “on n u 


N.B, of Westchester, White Plains 
" " " 


Meadow Brook N.E., Freeport 
First Suffolk N.B., Huntington 


" " "oH " 





REGULATION 


CONSOLIDATIONS, MERGERS AND PURCHASE AND SALE TRANSACTIONS 
BY COMPTROLLER OF CURRENCY RAY M. GIDNEY - Cont'd 


1955 - Cont'd 


OF BANK MERGERS 


-12- 


Total 


resources of 


Name of absorbed bank 


Liberty N. B., Chicago 
Aurora State Bank, Aurora 


Kent State Savings Bank, Kent 


United States Trust Co., Louisville 


State Trust Co., Maysville 


absorbed bank 


$ 59,049,106 
1,577,145 
81,546 


6,514,385 
129,026 


Bank of Jeffersontown, Jeffersontown 1,656, 62; 


Louisiana Bk, & Tr.Co., New Orleans 36,785,050 


Bank of Vivian, Vivian 
Frontier Tr.Co., Fort Fairfield 


Safe Deposit N.B.,New Bedford 


Industrial N.B.-Detroit, Detroit 
Rochester N.B., Rochester 

Utica N. B., Utica 

Grosse Pointe Bank, Grosse Pointe 


Inter-State N.B., Kansas City 
United Bank & Tr.Co., St. Louis 


Heartwell State Bank, Heartwell 
First N. B., Lovelock 
Pennsauken N.B., Pennsauken 


Berlin N. B., Berlin 

First N. B., Bloomingdale 
Lincoln N. B., Newark 
Mainland N.B,, Pleesantville 
Community Tr.Co., Bloomfield 


South Orange Tr.Co., South Orange 


First N. B., Nara Visa 
Port Chester N.B., Port Chester 


Babylon N.B. & Tr.Co., Babylon 
Baldwin N.B, & Tr.Co., Baldwin 
Roslyn N.B, & Tr.Co., Roslyn 

First N. B., Mineola 

First N. B., Glen Cove 

West Chester County N.B.,Peekskill 
Crestwood N.B,, Tuckahoe 

Nat'l City Bank, Long Beach 

First N.P., Lindenhurst 

First N. B., Islip 





3,242,761 
6,035,740 
15,874,3 


173,760,466 
11,411,691 
12,006,153 
36,183,259 


65,783,701 
64,532,979 


346 ,621 
4, 344,603 
6,531,689 


5 256,29 
21,561,109 
52,736,147 

8,671,416 

9,481,005 


9,590,522 


517,785 
2,046,154 


12,518,053 

8,939,128 
14, 549,085 
13,078,048 

5,168,719 
14,030,017 
3,538,485 
14, 323,572 
8,899,054 
7,116,342 



































































04 











~~ ows & oc 









REGULATION 


~—— ; 
vame of 


receiving bank 
vew York = Cont'd 
Chavtavgua N. B., J 
Meadow Brook N. B., 
first-City N. B., Pingharton 
First Suffolk N. B., Huntington 
County N. B., Middletown 

First N. B., Glens Falls 
Manufacturers N. B., Trov 

First Nat'l City Bank, New York 
Oneida N. RP, & Tr. Co., Utica 
Nat'l Com'l Bk. & Tr. Co., Albany 
Nat'l Com'l Bk. & Tr. Co., Albany 
Nat'l] Com'] Bk. & Tr. Co., Albany 
Farmers N. B., Hudson 

Meadow Brook N. B., Freenort 
Meadow Prook N. B., Freeport 
Franklin N. B., Franklin Savere 
Meadow Brovxk N. B., “reevort 

First Suffolk N. B., Huntington 


ame stown 


Freeport 


Ohio: 


Citizens Fi 


B 
. “9 


. & Tr. Co., Steubenville 
Akron 
N. B. & Tr. Co., Hamilton 
Netionel City Ban’, Marion 
Farmers N. Be & Tr. Co., Ashtebula 
Leke County N. B., Painesville 
Pomeroy N. B., Pomeroy 
Nat'l Exchange Bank & Tr. Co., 
Steubenville 
Oregon: 
United States N. B., Portlend 
United States N. B., Portland 


rst H Xenie 
Tiyet * 
Mr ‘ r 
Airst N. B., 


Pennsylvania: 
N. B. of Ceteseuque, Catesavqua 
Harrisburg N. B., Harrisburg 
Drovers & Mechanics N, B., York 
Philadelphia N. B., Philadelphia 
Philadelphia N. B., Philadelphia 
Gallatin N. B., Uniontown 


First N. B., McKeesport 

Peoples First N. R. & Tr. Co., 
Pittsburgh 

Oil City N. B., O11 City 

Galletin N. R., Uniontown 

Gallatin N. B., Uniontown 

Fulton N. B,, Lencaster 

Galletin X. B., Uniontown 

Pennsylvenia N, Bb, & Tr. Co., 
Pottsville 

Fulton N. K., Lencester 


First N. R,, McKeesport 

NX. B. of Chambersburr, 
Chambersburg 

First NW. B., McKeesport 


OF BANK MERGERS 


Total 
resources of 


absorbed benk 


raico%1er 
anéeole 


B.. 
inet emton 

y N. B., Center 

1, B. of Pine Bush, Pine Bush 


Washington County N. RP 


Moriches 


Owe nui) 
ey Vranvill 


Merchants N. B., “hitehall 


Peoples-First N. B., Hoosick Falls 
Philmont ". B., 
State R 


w Hyde 


Philmont 
Raldwin 
Park 


« Co., 
r 


Rank 


11,289, 96k 

Mineola 30, 837,655 

Bk. & Tr. Co., Oyster Bay 7,310,457 

forthern Brookhaven, 11,7°9,031 
Jefferson 


7 
v tf 


N. B., Snring Valley 
Peor 1, B., Steubenville 
N,. B. of Hudson, Hudson 
Fermers N. B., Seven Mile 
Prospect-Citizens Pk., Prospect 
Orwel)? Ponking Co., Orwell 
Citizcns Bank, Madison 
Rathburn's Bank, Rutland 
Miners & Merchants Renk, Smithfield 


1,188,453 
1h, 70F, 901 


Willamette Valley Benk, Salem 


M317 City 
Mlil itv 


6,429,502 
State Pank, Mill City 1,909,667 


Lehigh N. B., Catasauqua 
N. R. of Penbrook, Penbrook 4,699,635 
First N. B., Windsor 1,506,623 
Citizens N. R., & Tr. Co., Pottstown 9,292,529 
Hatboro N. B., Hatboro 9,656,291 
N. P. & Tr. Co. of Connellsville, 7,673,763 
Connellsville 
First N. P., California 
First N. B., Natrona 


986,236 


Clarion County N. B., Knox 
First N. B., Point Marion 
First N. R., Dawson 

Akron N. B., Akron 

First N. B., Jefferson 
First N. B., Centralia 


1,622,057 
2,029, h86 
1,617, 343 
1,393,478 


Kast Petersburg State Rank, 

Kast Petersburr 
State Rk. of Dravosburg, Lravosbure 
Fort Loudon State Rank, Fort Loudon 


3,012,195 


3,342,200 
$31,523 


- «asf 


Citizens Depostt & Tr. Co., Sharpsburg 6,553, 3 





REGULATION 


Vermont: 


: 3 wy 
4nadham 
incnam Ne 


B., Seattle 
Commerce, Seattle 

tle-First N. B., Seattle 

P., Seattle 

Seettle-First B., Seattle 
Seattle-First N. B., Seattle 
Seattle-First N. B., Seattle 
Seattle-First B., Seattle 


Sesttle-First N. B., Seattle 
N. B. of Commerce, Seattle 
TOTAL - YEAR 1955 


Alabama: 
First N. B., Mobile 
Arizona: 
First N. B. of Arizona, Phoenix 
Celifornia: 
Crocker-Anglo N. B., San Francisco 
Centrel Valley N. B., Ozwklend ) 
(formerly First N. B., Oroville) 
Bk, of Calif., N./., San Frencisco 
Crocker-/nrlo N, P., San Freneisco 
" " " " " " 


" " " " " " 
Security-tirst N. #., Los Anreles 
United States N. B., San Diego 


OF BANK MERGERS 


Utah, Ceder City 


Pank, 


Leevenworth State Bank, Leevenworth 
Cowlitz Yelley Renk, Kelso 

Citizens Inderendent Bank, Longview 
Yekime Valley Bank, Surnvside 
Dishman State Rark, Dishman 
Nooksack Valley State Rank, Fverson 
(126 banks) 


1956 
Citizens Rank, Mobile 
Miners & Merchants Bank, Fisbee 


fnglo Calif. N. R., Sen Francisco 
Central Valley N. B., Oxklend 


First N. Ba, San Leandro 
First N. B., Scotia 
First N. f., Madera 
SalinzweN, R., Solinas 
Farmers & Merchants N, ., Los Anehs 
Pasadena-First N, Bo, Posodena 





REGULATION OF BANK MERGERS 


k N.I 


Neeley 


County 


ie, OL OC 


Pound Brook 


Bank, Co, 


lewark First N.B., Silburn 
lewark Irvington Tr. Co., 
Nat'l, State hank, Flizabeth First N.B., Springfic 
Boardwalk N.B., Atlantic City First N.B., Mh 
Nat'l. Newark “& Lssex an : Co. Franklin 
wark 
First N.B. 





REGULATION 


Co., Scranton 
Philadelphia N.B., Philadelphia 
First N.B., Mount Carmel 
Cil City N.B.,041 City 
irst i!].B.,Danville 
‘“estern Pe:nsylvania N.B., 
Lick. esport 
South Carolina: 
3. of South Carolina 
C ibia 
Citizens & Southern N.B. of 


S.C., Charleston 


OF BANK MERGERS 


“ 


Co.,Pearl fiver 
t Jervis 
perstown 


tHnfield 2,098 
in 


alley 


of Varshfield, 


Benton 


» Cressona 
Maytown N.B., Maytown 


Nat'l Deposit Bank, Brownsville 
Peoples N.8.,Clintonville 
Farmers & Merchants Bk. ,Sharps- 
burg 
Palmyra Bk.& Tr.Co.,Paluyra 
Scranton Lackawanna Tr.Co,,Seran 
Delaware Valley Bk.& Tr.CoSrists 
Dime Deposit Bk.& Tr.Co.Kulpmont 
Citizens Bankins Co.,Oil City 
Montour County Tr.Co.,Danville 
Washington Tr.Co,,Pittsburgh 


Carolina Savings 3k.Chorleston 


Growers Bank 


e Tr C0 Trur 
& if, 00.,imnan 


Total 
resources of 
absorbed bank 
SESS DANK 


--~. 
wm ao 
~—] Oo 
wa 
ar 
he 


2 
-* 


Fr eor-w 
. 
gS 
- 
DY ow 
OomnowWw 
@worke@o 


c 
On 


- 
“Ww A 
= 


Ww 
nN 


1 


, 
FzOS1y 


1,459, 7 





REGULATION OF BANK MERGERS 


= Se 


mT 


’ 
AND 


BY CoO.iPTROLLIR OF 


PURCHASE 
elm 


VUNT 


AND SAL!) TRANSACTIONS 
ENCY RAY _M. INSY — Cont'd. 


1956 = Cont'd. 


CONSOLIDATIONS, MERGERS 


> / 
nV é 


a 


Total 


resources 


of 


Knoxville 


Dey 


Ve Houston 
shristi State N.B., 


Christi 


De » 


first Security Bank of Utah, 
Nat'l Assn., Ogden 
Bank of Utah, 
Ogden 
Vermont ; 
oward N. B. & 
Burlington 
Virginia: 
Augusta N. B., Staunton 
Peoples N.B. & Tr. Co., 
Lynchburg 
Central N. B., 
Yashington: 
Nat'l Bank of “lashington, 
N. B. of Commerce, Seattle 
N. B. of Commerce, Seattle 
Seattle-First N. B., Seattle 
N. B. of Yashington, Tacoma 
N. B. of Yashinzton, Tacoma 
Peoples N. B. of Washington, 
Seattle 
First N. B. Everett 
B. of Commerce, Seattle 
N. B. of Commerce, Seattle 


Tr. Co., 


Richmond 


Tacoma 


Seattle-First N.b., Seattle 


TOTAL - YEAR 1956 


Name of absorbed bank 


Commercial N. 8., Knoxville 


First N. B., Houston 
State N. B., Corpus Christi 


Commercial sank of Utah, 
Spanish Fork 
Uintah State Bank, Vernal 


Enosburg Falls Savs. Bk. & 
Enosburg Falls 


Staunton N.3., Staunton 
Depositors sank, Lynchburg 


abdsorbhe 


+>) 


Pim y 


279; 
335 


t 


7535942 


>; 
44 
4 


22 


py 


, 


62 


40% 


CAL 


Oo 


Mechanics & Merchants Bk., Richmondl4,004, 622 


Side N.B., Yakima 
Seattle N.B., Seattle 
st N. B., Mount Vernon 
B. of East Stanwood, E.Stanwood 
Naches State Bank, Naches 
Selah State Bank, Selah 
Vashon State Bank, Vashon 


Marysville State Bk., Marysville 
State Bank of Clarkston,Clarkston 
Valley State Bank, 

sedro Woolley 
Washington State Bank, Snoqualmie 


2 i+ 
Skagit 


(105 banks) 


} 
+ 


v 


aes! 


OW Ow 


~ 
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a) 
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. 
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@ 


~ 


to 


-) 
U 


v 


ow 
. 


o 


N¢ 
or) 
~ 


7 
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. 
ow 


«© 
nN ke 
ar 


~ 


on 
nO 


Ww 
“sre 


= 


o 


W PO 
i 


1K 





REGULATION 


Connecticut: 
sonnecticut N.8., bridge; 
First New 

District of Columbia: 

The Nation of 


Naveen i. 


bo1se 
Boise 
scurity Bank of Idaho, 
llinois: 
lleville Nat'l Savs. Bk., 
diana: 
Purdue N.B., Lafayette 
American Fletcher N.b. 
Indianapolis 
the Merchants N.B., Michigan. City 
N.B., Elkhart 


& Tr. Co. 


Kansas: 

First N.B., Topeka 
Hutchinson N.bB. & 
Hutchinson 
Belleville 


Tr. Co., 


- os 
First N.U., 


Kentucky: 
First- 
Maine: 
First N.B., Biddeford 
Maryland: 
Far. & Mechanics-Citizens N.H., 
Frederick 
Massachusetts: 
Merrimack Valley } 
Merchants-Warren } 
srhili N.t., 


rdin N.5., 


Elizabethtown 


V.8., Haverhill 
Be dey jalew 
Have chill 


Michipins: 


Peo le Nii. % fr. sOe, 
Cowamity N.i., 


Pontiac 


OF BANK MERGERS 


muna Beach 
t . 4 
Los Angeles 
Savs. 


Bk. 


Bk., San Diego 


onedale 
jarsinz 
Anerican 


State Bank, iiomedale 
State bank, Marsing 


& Tr. Co., Lewiston 


Belleville Savs. Bk., Belleville 


Purdue State Bk., West Lafayette 


Wanamaker State 38k., Wanamaker 
Wanhatah State Bank, Wanatah 
Citizens State Bk., Bristol 
N.3. of Topeka, 
Hutchinson State 


Topeka 
bank, itchinson 
Agenda State Sank, Agenda 

Bank of Upton, Upton, 


So. Berwick Tr. Co.,South Berwick 


Union Bridge Bkg. 
Union bridge 


x Tr. Co., 


Methuen N.8., Methuen 

Warren N.B., Peabody 

Haverhill Morris Plan 
liaverhill 


Co. 


OK Rey 


Bay Trust Co., Hay 
Orion 


City 


State tank, Lake Orion 





REGULATION OF BANK MERGERS 


AND SATE. TRANSACTIONS 


“URRENCY Cont t 


City N.B., Duluth 


Citizens N.B. & Tr. Co., Caldwell 10,264,875 
First N.B.&Tr. Co., Summit 13, 048,14) 
Ventnor City N.B., Ventnor City 13,550, 3765 
Montclair Montclair Tr. Co., Montclair 49. 2] 


t 22 
, cit ‘ 


r 


o., Syracuse Fair Haven N.B., Fair Haven 
Meadow Brook N.B. of Nassau Co., Bk. of Malverne, Malverne 


eeport 


hautaugqua N.B., Jamestown Iake Shore N.B., Dunkirk 
First N.B., Spring Valley First N.B., Sparkill 
irst N.B. Herkimer Middleville N.B., Middleville 
B. & Tr. Co. of Norwich First N.B., Grand Corge 
Farmers N.B. & Tr. Co., Rome First N.B., Remsen 
2ockland N.B., Suffern N.B. of Haverstraw & Tr. Co., 
Haverstraw 
irst N.B., Cortland First N.B., Marathon 
neida N.B. & Tr. Co., Utica First N.B. & Tr. Co., Camden 
-lfast N.B., Belfast Rank of Belfast, Belfast 
‘anandaigua N.B. & Tr. Co., State Bank of Victor, Victor 
Tanandaigua 
Franklin N.B. of Long Island state Bank of Suffolk, Bay Shore 
Franklin Square 
Security N.B., Huntington I t Island State Bk.&Tr. Co., 


Nat']) Commercial Bk. rr. Ce nk of Waterfor Waverford 


Albany 
Lincoln N.B. & Tr. Co., Syracuse 
North Carolina: 
First N.B. & Tr. Co., Asheville Transylvania Tr. Co., Brevard 
First N.B. & Tr. Co., Asheville First N.B., Waynesville 
Ohio: 


Winters N.B. & Tr. Co 


,seneca Falls 


-, Dayton Phillipsburg State Bank, 
Phillipsburg 
N.B., Cambridge Cambridge Bunk, Cambridge 
‘entral N.B., Cleveland The Brecksville Bk., Brecksville 
First N.B., Canton Minerve Savings & Bk. Co., Minerva 
First N.B. & Tr. Co., Lima ‘Titizens & Farmers Bk.,Spencerville 3 
Pennsylvania: 
Western Pa. N.B., McKeesport First N.B., Houston 
National-Dime Bk., Shamokin Shamokin Bkg.&Tr.Co., Shamokin 
Miners N.B., Wilkes-Barre First N.B., Ashley (P.O. Wilkes- 
Barre) 
Harrisburg N.B., Harrisburg Second N.B., Mechanicsburg 
il City N.B., Oil City First N.B., Emlenton 


irst-Second N.B. & Tr. Co., Second N.B., Wilkes-Rarre 


Vilkes-RBorre 
irst N.B., Everett Farmers State Bank, 


Western Pa. N.B., McKeesport Rank of Brentwood, 
th Carolina: 
Tarolina N.B. Fnsley iberty Bank, Liberty 


ith Carolina N.B., Charleston F st N.B., Greenville 


N.B., Quanah 





REGULATION 


CONSOLDATIO 


79) 
N 
APPROVED BY THE 


Name of receiving bank 


Utah: 
First Security Bk. of Utah, N.A., 
Ogden. . 
Zions First. N. B., Salt Lake City 


Zions First N. B., Salt Lake City 
Vermont: 

Howard N. B. & Tr.Co., Burlington 
Virginia: 

Wythe County N.B., Wytheville 

N.B. of Commerce, Norfolk 
Washington: 

N.B. of Commerce, Seattle 

N.B. of Commerce, Seattle 

Peoples N.B. of Wash., Seattle 


N.B. of Washington, Tacoma 

Seattle-First N.B., Seattle 
Wisconsin: 

First N. B., Maiden Rock 


TOTAL = YEAR 1957 


OF BANK MERGERS 


0- 


S, MERGERS AND PURCHASE AND SALE TRANSACTIONS 
COMPTROLLER OF THE CURRENCY - Cont'd 


Total 


resources of 


bsorbed bank 


a 


Monroe State Bank, Monroe 


Zions Savs. Bk. & Tr. Co., 
Salt Lake City 
Utah Savs. & Tr.Co.,Salt Lake City 


Barton Savs. Bk. & Tr.Uo., Barton 


Bk. of Crockett, Inc., Crockett 
Merchants & Planters Bk., Norfolk 


Bank of Pomeroy, Pomeroy 
Broughton N.B., Dayton 
Central Washington Bank, 

Moses Lake 
Washington N.B., Ellensburg 
Lewis County State Bk., Centralia 


Bank of Maiden Rock, Maiden Rock 


(83 banks) 


$2,060,111 
36 ,843 455 
15,263,277 
54678,595 


1,142,448.371 





REGULATION 


OF BANK MERGERS 


CONSOLIDATIONS, MERGERS AND PURCHASE AND SALE TRANSACTIONS 
APPROVED BY THE COMPTROLLER OF THE CURRENCY 


Name of receiving bank 


California: 

Security-First N.B., Los Angeles 
Colorado: 

First N. B., Walsenburg 

First N. B., Cortez 


First N. B., Wray 

First N. B., Denver 

Denver U. S. Natl.Bk., Denver 

Connecticut: 

N. Be. & Tr.Co. of Fairfield 
County, Stamford 

Cmnecticut N. B., Bridgeport 

Hartford N.B. & Tr.Co., Hartford 


District of Columbia: 
American Security & Tr.Co. 
Riggs N. Be 
Union Tre Co. 

Illinois: 

Farmsrs N. B., Fairbury 

Indiana: 

Rushville N. B., Rushville 
Indiana N. B., Indianapolis 
First N.B. of East Chicago 


Springs Valley N.B., French Lick 
Kentucky: 
American N.B. & Tr.Co., 
Bowling Green 
American N.B. & Tr.Co., 
Bowling Green 
Maine: 
First Portland N.8., Portland 
Maryland: 
Second N. B., Towson 
Second N. B., Towson 
First N. B., Baltimore 
Fidelity-Baltimore N.B,,Baltimore 
Massachusetts: 
Merchants N. B., Boston 
First-Machinists N.B., Taunton 
New Jersey: 
Plainfield Tr.State N.B., 
Plainfield 
Plainfield Tr. State N.B., 
Plainfield 
First Trenton N.8., Trenton 
Natl. State Bank, Elizabeth 
Natl. State Bank, Newark 
New York: 
N.B. of Delaware Co., Walton 
Lincoln N.B. & Tr.Co., Syracuse 
First-City N. B., Binghamton 
Emerson N. B., Warrensburg 
First-City N. B., Binghamton 
Security N.B. of Long Island, 
Huntington 


1958 


Name of absorbed bank 


Sun Valley N. B., Los Angeles 


First State Bank, Walsenburg 
J.J. Harris & Co. Bankers, 
Dolores 
N. B. of Wray, Wray 
International Tr.Co., Denver 
United States N. B., Denver 


Greenwich Tr. Co., Greenwich 

City N. B., South Norwalk 

Torrington N.B. & Tr.Co. 
Torrington 1 


Natl. Metropolitan Bank 
Lincoln N. B. 
Munsey Tr. Co. 


First N. B., Fairbury 


Citizens State Bk., Manilla 

New Augusta State Bk.,New Augusta 

Union N.B. of Indiana Harbor, 
East Chicago 

French Lick State Bk.,French Lick 


Potter-lMatlock Bk. & Tr. Co., 
Bowling Green 
Deposit Bank, Smiths Grove 


N.B. of Commerce, Portland 


First N. B., Parkton 
White Hall Bank, Whitehall 
Second N. B., Towson 
Natl. Bank of Cockeysville 


Pilgrim N. B., Boston 
Machinists N.B., Taunton 


State Tr. Co., Plainfield 
Plainfield Tr. Co., Plainfield 


Trenton Banking Co., Trenton 
Peoples Bk. & Tr.Co., Westfield 
Federal Tr. Co., Newark 


The N. B. of Andes, Andes 
Madison County Tr.Co., Oneida 
First N. B., Whitney Point 
Luzerno-Hadley Bk., Lake Luzerne 
First N. B., Owego 

Fort Neck N. 3., Seaford 


Total 
resources of 


absorbed bank 


$11,770,590 
4,227,001 


4,377 547 
2442 45 
734713,822 
141,201,766 


68,305,301 
14,577,507 


27 ,666,005 


74,908,257 
4, 545,254 
38,424,559 


334,256 


1,093,675 
50387 851 


32,967,169 
2,224,231 


4,011,753 
1,221,377 


20,348,056 


1,732,177 
1,071,315 
17,232,323 
4,229,915 


36 179,674 
9,929,001 


21,724,040 
55,834,703 


61,982,483 
19,930,541 
85,539,146 


1,546,738 
7 199,406 
2,786,686 
1,248,977 
7,839,428 


47,098,676 





REGULATION 


Alliance 


n 
Pittsburgh 


hiladelphia 


4 
oKIN 


luntingdon 
ttsville 


hiladelphia 


OF 


Union Nh. 
,itize 


Ally 


r 


i si 


BANK MERGERS 


Norwood 
rust Co., home 


Cato 


New Vienna 


re Bank Co., Columbus 


» Loveland 


Co. ,Alliance 
ings, Cleveland 


Tr.Co., Newtown 
Lemasters 
Trevorton 
Huntingdon 
Bank, williamstown 


& Savse 
S parre 
Ir.Co., Langhorne 
inersville 
ns Bradford 


oensbure 


yartstown 
» Pittsburyh 


ithfield, 





REGULATION 


Newport € 


ahi 


t News 


rlottesville 


Seuttle 


Le, Seattle 


R,, Cody 


OF BANK MERGERS 


Camden 95919443575 


Galveston 


Vermont Savings Bank, 
Drattleboro 


Warwick N. B., Warwick 
\ 


N. B. of Gordonsville 


Far. & lier. Bank, Deer Park 
North Western Bank, Spokane 


First \. B., Cody 


(83 banks) 





REGULATION 


CONSOLIDATIONS, MERGERS 


OF BANK MERGERS 


AND PURCHASE AND SALE TRANSACTIONS 


APPROVED BY THe STATE BANKING DEPARTMENTS 


Name of receiving bank 


California: 
American Tr. Co., San Francisco 


California Bank, Los Angeles 


American Tr. Co., San Francisco 
Central Valley Bk. of Calif. 
Richmond 
Huntington Park Bk., Huntington Park 
Connecticut: 
Colonial Tr. Co., Waterbury 
Phoenix State Bk, & Tr. Co.,Hartford 
Riverside Tr. Co., Hartford 
Stamford Tr. Co., Stamford 
Georgia: 
Citizens & Southern Bk., Atlanta 
Savannah Bk, & Tr. Co., Savannah 
Georgia Railroad Bk. & Tr. Co., 
Augusta 
Tlinois: 
Hinckley State Bk., Hinckley 
Kentucky: 
Farmers State Bank, Warsaw 
Maine: 3 
Casco Bk. & Tr, Co., Portland 
Maryland: 
The Chestertown Bk. of Md., 
Chestertown 
Michigan: 
Maynard-Allen State Bk., Portland 
Industrial State Bk., Kalamazoo 
Traverse City State Bank, 
Traverse City 
Minnesota: 
Bk. of Commerce & Savs., Duluth 
Cambridge State Bk., Cambridge 
State Bk. of Virginia, Virginia 
Mississippi: 
Mer, & Planters Bk., Hazlehurst 
Missouri: 
Bank of Knob Noster, Knob Noster 
Montana: 
The Citizens State Bk., Scobey 
New Jersey: 
The Toledo Corp., East Orange ¥ 
Fidelity Union Tr.Co., Newark 1/ 
New York: 
The County Trust Co., White Plains 
Security Trust Co., Rochester 


Bankers Trust Co., New York 

Bankers Trust Co., New York 

Manufacturers Tr.Co,, New York 
North Carolina: 

The Scottish Bank, Lumberton 


Guaranty Bk. & Tr. Co., Greenville 


1/ Simultaneous transactions. 


Total 


resources of 


Name of absorbed bank 


Bank of Woodland, N. A,, 
Woodland 

Whittier Nat'l Tr. & Savs. Bk., 
Whittier 

Yolo Co. Savs. Bk., 

Novato Bank, Novato 


Woodland 


Burbank State Bk., Burbank 


Thomaston N. B. Thomaston 
Park Street Tr.Co., Hartford 
Portland Tr. Co., Portland 
Home Bk, & Tr. Co., Darien 


American Savs, Bank, Atlanta 
Citizens Bk. & Tr. Co., Savannah 
The Farmers Bank, Blythe 


First N. B., Hinckley 


Union Bank, Glencoe 
Rumford N. B., Rumford 


The Church Hill Bk. of Md. 
Church Hill 


The Westphalia State Bk. ,Westphalia 

The State Bk. of Augusta, Augusta 

The State Bk., of Suttons Bay, 
Suttons Bay 


Northwestern State Bk., Duluth 
State Bk. of Harris, Harris 
American Exchg. N.B., Virginia 


Georgetown Bank, Georgetown 
Peoples State Bk., Knob Noster 
Daniels Co, State Bk., Flaxville 


Ampere Bk, & Tr.Co., East Orange 
The Toledo Corp., East Orange 


The Citizens Bank, White Plains 

State Bk. of Churchville, 
Churchville 

Title Guarantee & Tr.Co.,New York 

Lawyers Trust Co., New York 

Brooklyn Trust Co., New York 


The Bk. of China Grove, China 
Grove 
The Bank of Aurora, Aurora 


absorbed bank 


$6,683,143 
16,450,633 


8,606,000 
2,014,000 


5,830,000 
1,809,208 
10,419,000 
2,591,000 
7,740,000 
6,419,000 
5 457,000 
557,000 
1,241,958 
218,000 
5,523,213 
613,000 
818,000 


1,426, 000 
948, 000 


2,741,000 
543, 000 
4,006,419 
577,000 
529,000 
1,615,000 


9,138,000 


18, 399,000 
2,545,000 


69,278,000 
83,274,000 


2444, 070,000 


2,976,000 


1,408, 000 





REGULATION OF 


BANK MERGERS 


-2- 


CONSOLIDATIONS, MERGERS AND PURCHASE AND SALE TRANSACTIONS 
ArrxOVED BY T.ik STATE BANKING DEPARTMENTS - Cont'd 


1950 - Cont'd 


Name of receiving bank 


Ohio: 

The Kenton Savs. Bank, Kenton 
Oregon: 

Douglas Co, State Bk., Roseburg 
Pennsylvania: 

Colonial Trust Co., Pittsburgh 

Peoples City Bk., McKeesport 
Rhode Island: 

Industrial Tr. Co., Providence 


TOTAL - YEAR 1950 


Total 


resources of 


Name of absorbed bank 


The Ridgeway Bkg. Co., Ridgeway 
E. G. Young & Co. Bank, Oakland 


Keystone N. B., Pittsburgh 
Citizens N. B., Bentleyville 


Newport Trust Co., Newport 


(39 banks ) 


1951 


California: 
Central Valley Bk. of Calif., 
Richmond 
Central Valley Bk. of Calif., 
Richmond 
Connecticut: 
Colonial Trust Co., Waterbury 
Delaware: 
Security Trust Co., Wilmington 
Georgia: 
Bank of Rockdale, Conyers 
Idaho: 
Continental State Bk., Boise 
Indiana: 
Security Bk. & Tr. Co., Vincennes 
Clinton Co, Bk. & Tr. Co.,Frankfort 


Kansas: 
Trego-Wakeeney State Bk., Wakeeney 
The Saline Valley Bk., Lincoln 
Far, & Mer. State Bk., Colby 
Kentucky: 
Casey County Bank, Liberty 
Peoples Exchange Bk., Beattyville 
Maryland: 
Birnie Trust Co., Taneytown 
Westminster Tr. Co., Westminster 


Suburban Tr. Co., Hyattsville 

Kent Co, Savs. Bk., Chestertown 
Massachusetts: 

Springfield Safe Deposit & Tr. Co., 

Springfield 

Norfolk County Tr. Co., Brookline 
Michigan: 

Union Bk, of Mich., Grand Rapids 

Detroit Trust Co., Detroit 

City Bank, Detroit 


First N. B., Parlier 


Bank of Manteca, Manteca 


Watertown Trust Co., Watertown 
Central N. B., Wilmington 
Bank of Conyers, Conyers 
First State Bank, Richfield 


The Oaktown Bank, Oaktown 
The Farmers! State Bk., 
Scircleville 


The Wakeeney State Bk., Wakeeney 
The Lincoln State Bk., Lincoln 
Menlo State Bank, Menlo 


Peoples Bank, Dunnville 
Lee Co. Commercial Bk,, Beattyville 


Carroll Co. Savs. Bk., Uniontown 

Union Mills Savs. Bk, of Carroll 
Co., Union Mills 

Suburban N, B,, Silver Spring 

First N, B., Chestertown 


Monson N. B., Monson 
Braintree N. B,, Braintree 
Rockford State Bk,, Rockford 


Bankers-Fquitable Tr.Co., Detroit 
Peoples State Bk., Hazel Park 


absorbed bank 


$ 781,000 
2,752,000 


14,697,826 
2,263,046 


5,478,000 


552,435 446 


2,703,252 


2,699,000 


3,742,000 
14,880,077 
805,000 
682,000 
1,487,000 
1,810,000 


1,964,000 
630, 000 
732,000 


466,000 
738,000 


933,000 
909,000 


31,527,600 
2,121,600 


1,189,634 
5477 ,622 
1,929,000 


4,303,000 
8, 368,000 





REGULATION 


CONSOLIDATIONS 


Name of receiving bank 


Missouri: 
Bank of Perryville, Perryville 
Mercantile Tr. Co., St. Louis 
Exchange Bk. of Kahoka, Kahoka 
Commerce Trust Co., Kansas City 
New Jersey: 
Fidelity Union Tr. Co., Newark 
Bank of Nutley, Nutley 
County Trust Co., Tenafly 
Montclair Tr. Co., Montclair 
County Bk. & Tr. Co., Paterson 
New York: 
Bankers Trust Co., New York 
North Fork Bk. & Tr.Co., Mattituck 
Chemical Bk. & Tr. Co., New York 
Marine Trust Co., Buffalo 


Pankers Trust Co., New York 


Marine Tr. Co. of 
Buffalo 


Western N. 


" 


Lincoln Rochester 

Auburn Trust Co., 
North Dakota: 

First State Bank, 
Oklahoma: 

Bank of Hydro, Hydro 
Pennsylvania: 

Peoples Union Bank, McKeesport 

Girard Tr. Corn Exchg. Bank, 

Philadelphia 
Pennsylvania Co, for Bkg. and 
Trusts, Philadelphia 

Colonial Trust Co., Pittsburgh 
Rhode Island: 

R. I. Hospital Tr.Co., Providence 
Tennessee: 

Bk. of Huntingdon, Huntingdon 
Utah: 

Commercial Bk. of Utah, Spanish Fork 
Vermont: 

Killington Bk. & Tr.Co., Rutland 
Virginia: 

The Bank of Floyd, Floyd 


Tr.Co.,Rochester 
Auburn 


Wilton 


TOTAL - YEAR 1951 


OF BANK MERGERS 


AND SALF TRANSACTIONS 


RTMENTS = Cont'd 


absorted bank 


Brazeau Bank, Brazeau 
Miss. Valley Tr. Co., St. Louis 
Bank of Revere, Rever? 
Stock Yards N. B., Kansas City 


First N. B., Belleville 

First N. B., Nutley 

Dumont N. B., Dumont 

Verona Trust Co., Verona 
Peoples Bk. & Tr. Co., Fassaic 


Flushing N. B., New York 

First N. B., Cutchogue 

Nat'l Safety Bk. & Tr.Co., New York 

Niayara Co. N. B. & Tre. Cow, 
Lockport 

Commercial N. B. & Tre Co. 
New York 

Power City Tr. Co., Niagara Falls 


Marine Midland Tr. Co., Albion 

Medina Trust Co., Medina 

State Tr. Co,., North Tonawanda 

First Trust Co., Tonawanda 

Bk. of Hammondsport, Hammondsport 

Wm. H. Seward & Co., Auburn 

First N. B., Wilton 

First N. B., Hydro 

Union N. B., McKeesport 

Corn Exchg. N. B. & Tr. Co., 
Philadelphia 

Northeast N. B., Philadelphia 

Bk. of Ohio Valley, Pittsburgh 

R. I. Hospital N.B., Providence 

Home Bank, Bruceton 

Roosevelt State Bk., Roosevelt 

Killington N. B., Rutland 


Peoples Bk. of Floyd Co., Floyd 


(54 banks) 


Total 
resources of 


absorbed bank 


2 &S50 2 
12,450,653 
4,135,200 


200 
5 2232,000 


107,179,900 
18,953,700 


207 , 764,000 


82,862,000 


(Not 


9,582,394 
299,199,300 


20,105,100 
3,308,000 


159,172,792 


1,393,302 ,452 





REGULATION 


CONSOLIDATIOVS, MERGERS AND PURCHASE AND SALE TRANSACTIONS 
APPROVED BY THE STATE BANKING DEPARTMENTS ~ Cont'd 


Name of receiving bank 


Arkansas: 
Horatio State Bank, Horatio 
California: 
California Bank, Los Angeles 
Security Tr. & Savs. Bk., San Diego 


Delaware: 
Farmers Bk. of the State of 
Delaware, Dover 
Wilmington Tr. Co., Wilmington 


Security Tr. Co., Wilmington 
Illinois: 


Rushville State Bk., Rushville 
Indiana: 
Elston Bk. & Tr.Co., Crawfordsville 
Maryland: 
The Fidelity Tr. Co., Baltimore 
Seat Pleasant Bk., Seat Pleasant 
Reisterstown-Glyndon Bank 
Reisterstown 
Massachusetts: 
Harvayd Tr. Co., Cambridge 
Michigan: 
Genesee Co. Savs. Bk., Flint 
american State Bk.e, Lansing 
Missouri: 
Trenton Trust Co., Trenton 
New Jersey: 
Suburban Trust Co., Westfield 
Camdon Trust Co., Camden 
New York: 
Union Trust Co., Rochester 
Security Trust Co., Rochester 
The County Tr. Co., White Plains 
Security Trust Co., Rochester 
Marine Tr. Co. of Western N. Y., 
Buffalo 
New Rochelle Tr. Co., New Rochelle 
Security Trust Co., Rochester 
North Carolina: 
The Scottish Bank, Lumberton 
Ohio: 
The Fifth Third Union Tr. Co., 
Cincinnati 
The Farmers Savs. & Tr. Co., 
Mansfield 
Oregon: 
Commercial Bk. of Oregon, Hillsboro 
" " n "” ” 


OF BANK MERGERS 


ee 


1952 


Name of absorbed bank 


Bank of Dierks, Dierks 


Citizens N. B., Bellflower 
Valley Commercial & Savs. Bk., 
El Cajon 


Fruit Growers N. B., & Tr. Co., 
Si 

Farmers' Tr. Co., Newark 

Equitable Tr. Co., Wilmington 


Camden State Bk., Camden 
Citizens N.°B., Crawfordsville 


Calvert Bank, Baltimore 
Bank of Bowie, Bowie 
The Clyndon Bank, Glyndon 


Concord N. B., Concord 


Bk. of Swartz Creek, Swartz Creek 
Holt State Bk., Holt 


Osgood Banking Co., Osgood 


Cranford Trust Co., Cranford 
Citizens N. B., Collingswood 


Mer. & Far. N. B., Dansville 
Genesee River N. B., Mt. Morris 
Mt. Vernon Tr. Co., Mt. Vernon 
Rushville State Bk., Rushville 
Bank of Hamburgh, Hamburg 


Huguenot Tr. Co., New Rochelle 
Hiram Maxfield State Bk., Naples 


First N. B., Salisbury 


The Cincinnati Bk. & Tr. Co., 
Cincinnati 
The Farmers Bank Bellville 


Commercial N. B., Hillsboro 

Commercial Bk. of Ore.,West Slope 

Commercial Bk. of Newberg, Newberg 

Commercial Bk. of Tillamook, 
Tillamook 


Total 


resources of 
absorbed bank 


$ 527,000 
5,931,563 
6,088,000 
1,757,178 


7,129,000 
54,630,000 


612,000 
3,106,376 
29,773,000 
1,386,000 
2,571,000 
6,473,544 


1,573,000 
1,944,000 


481,000 


9,760,000 
9,340,706 


3,476,351 
4,987,015 
26,061,000 
2,210,000 
9,166,000 


8,345,000 
1,961,000 


4,626,095 
7,882,000 
32958, 000 
12,954,171 
3,471,000 


4,038,000 
7 153,000 





REGULATION 


Vite Vbdbmddeey tet al aL 


int 


sPPROVED bY 


aebdh 


OF BANK MERGERS 


PURChACE aND CALE ThitdsaCTLONS 


oTaTE saiAiNG LEPahToikwls - Cont'd 


195< - Cont'd 


Newe ot receiving bank 
Pennsylvenia: 
peever Trust Lo., beaver 
Tr. Co., warren 
Fidelity Trust Co., Pittsburgh 
Montgomery “Ir. Uo., Norristown 
Fidelity-Phile. Tr. Co., Philadelphia 
broad Street Tr.Co., Philadelphia 
Rhode islund: 


warren OK. & 


RK. 1. Hospital Tr. Co., Proviaence 
Texus: 

eeagovilie State bk., Seagoviile 
nashing ton: 

Grant Co., Stute pax., Ephrata 


4ViAL =~ 


YFAR 195 


Connecticut: 
hartiord-Conn.ir.Co., 
Lowa; 


hartford 


bankers Tr.Co., Des soines 
Aunsus: 
The State Bunk, Pretty Prairie 
Citizens hiawatha 
The Kuw Valley Citizens Steve bx., 


4OPOKa 


ota le 


DKey 


maltiec: 

luryeiey Trust Co., Rangeley 
Maryiuna: 

hercantile-Safe Deposit & Tr. Co., 

beltimore 

wichigen: 

State Sauvs. wank, Scottville 
Minnesota: 

Heron Lake State bk., Heron Luke 

Citizens otate Bk., Roseau 
Mississippi: 

First State Be., Holly Springs 

orenads Grenede 


iora: 


Benk, 
New 
State bk. of albany, albany 


didlend Tr. Central 


Co., of 
Syracuse 
Pankers Trust Co., hew York 


Ucrine 
wew York, 
Northern N. Y. Tr. Lo., 
County Trust Co., shate Pluins 
westchester bk.& Tr.Co., 
wew kochelle 


nwatertonn 


Lot.g islernd Tr. Co., Gurden City 
Y. Tr.Co., Watertown 
wlbuny, 
Ir. 
DK. Ol ite 


Wacséu Unior 


worthern N. 


wlutle oR. Ol 


aldeny 
manufecturer: Co., New York 
atiiuntic York 
Gier, Cove 


Vitel 


oF New 
tr. 


Co., 


Cove 


Total 


resources of 


Name of absorbea bank &bds 


Midland bunk, midland 

Sugur Grove Savs. bLk.,ougar Grove 
Union Trust Co., butler 

North tales N. b., North dales 

N. 6. of Olney, Philudelphia 

No. broad N. B., Philadelphia 


woonsocket Tr.Co., hoonsocket 
Citizens N. b., Crandall 


harden State bk., warden 


(40 ounks ) 


hinagham Co. Ne. 5., Danielson 


Des Moines bk. & Tr.Co., Les Moines 
First h. s., Pretty Preirie 
Farmers otate ba., Mercier 
Citizens Stete bk., Topeka 


Phillips Trust Co., Phiilips 


Mercantile Tr. Co., pultimore 


Fountain State uk., Fountain 


Heron Lake 
hoseau 


First Nv. 
First iy. 


Bey 
be, 


ok. of Michigan City, siichigan City 
Citizens Stuete sk., Moorhead 


AMS terden 
Lowepro 


Formers N. Be, 
Uiwe £ . N. Des 
be, he York 
First N.w. & Tr.Co., Massene 
First Croton on Huason 
Peoples N.b. & Tr.Co., 

white Plein: 
Neck, Great Neck 
People's Trust Co., Mulione 
bunk, Chathua 
Inductrial 
uk.& Tr. 
Nusseu Union 


Dayside N. 


N.b., 


DK. Ol Ureut 
© tute 
Peopler 
hellenic 


The 


New York 
York 
Gien Cove 


IKe, 
Loe, New 


Die, 


orbed bank 


3 ,063 ,000 
4,053,000 
16,595,000 
5,124,716 
10, 549,138 
Y, 321,594 


13,19<,000 
5a 775 
75,000 


68 cad 


8,6«0,119 
7,841,000 
577,336 
<7l »000 
«,ic1,000 
454,000 


71,615,000 


294 » 000 


4 On 5 O94 


7 4) 
a9 D479 ,O94 


«67,000 
97> ,000 


9,118,353 
any 908,890 


«8,188,837 
9,40. ,118 
>p-0n , OYE 

28,524,920 


4,500,000 





REGULATION 


COWLOLI bs TLONS, WEKGLRS aNbD PURCHASE 
LPPHOVLD bY Thh STATE BANKING DEI 


19s 
Huse of receiviry, benk 


New York - Cont'd: 
Murine #idlana Tr. Co. of Southern 
New York, Elmire 


" " " 


" " " 


The Northern N. Y. Tr.Cc.,watertoun 
North Lakota: 
Peoples Stute bk., Fairmount 
Ohio: 
The Pifth Third Union Tr. Co., 
Cincinnuti 
Oklahoma: 
Spiro Street bank, Spiro 
Penncsylvanie: 
Woodlawn Tr. Co., Aliquippa 
Somerset Tr.Co., Somerset 
bristol Tr. Co., bristol 
Trudesmens Land Title Bk. & Tr. Co., 
Philadelphie 
uwyerstown bk. & Tr. Co., Myerstown 
Girard Tr. Corn Exchg. bank, 
Philadelphie 
Peoples Union bk., Mckeesport 
Oil City Tr. Co., Oil City 
brookville bk. & Tr.Co.,Brookville 
berks County Tr. Co., Heading 
sltoone Tr. Co., Altoona 
Peoplec Tr. Cow, Wyomissing 
Liberty Real Estate bk. & Tr. Co., 
Philedelphice 
Beaver Trust Co., seaver 
Montgomery Norristown Bk. & Tr. Co., 
Norristown 
Berks County Tr. Co., Reading 
Rhode island: 
R. 1. Hospitel Tr.Co., Providence 


TOTAL - YkaAk 1955 


Vudilorois: 

pounty Firit cave. tae, Cumta Cruz 
Central bank, VakLind 
the 29M Premcei_seco Lk.e, oem braenmciico 
wells Furyo sk. & Union Tr. Co., 

vun Frencisco 
vecurity Tr. & Suvi. Kk., San Liego 
First testern bk. & Tr. Co., 

vun Francisco 


OF BANK MERGERS 


F 


6 - 


‘ANL 


- Cont'd 


Total 


resources of 


t 


iderine siidlend Tr.Co.,Linghemton 


whorkert Tr.Cc., Johnson City 
Murine Widlend Tr.Cc.,Cortlind 
Potscem vk. & Tr.Co., Potsdam 


N. b. cf Fairmount, Feirmount 


The Western ck. & Tr. Co. 
Cincinniti 


otete Exchunge Bk., Bokoshe 


First N. B., Aliquippa 

First N. 3., Somerset 

Yerdley N. B., Yardley 

Tradesmens N. 5b. & Tr. Co 
Philedelphie 

wyerctoun N. B., hiyerstown 

N.t&. of Gernentown & Tr. Co., 
Philedelphia 

First W. B., Irwin 

First N.ii., Oil City 

Union N.b., Summerville 

nyomissing Velley bk., Mohnton 

Morrisons Cove Bk., Martinsburg 

Sinking Spring Bk., Sinking Spring 

Liberty Title & Tr. Co., 
Philadelphia 

Rochester Deposit HKk., Rochester 

Norristown-Penne. Tr. Co., 
Norri: tom 


Temple State bk., Temple 


Providence 


Citizens Com. & Lav. 
steniitdius County mK., 


Ceutrel Ky, Vukiend 


Autioch Bk. of Suvs., antioch 


The boraer bank, coun Ysidro 


gunk of Beuuwont, beaumont 


bunk of Pinole, Crockett 
western Munk, Long Beach 
Fur. & er. lk. of Watts 


Los Angelee 


Nene of ebsorbed bank absorbed tank 


%30,05z,0C0 


1,779,000 
5,643,000 
7,191,000 


880,227 


27,269,000 


IIA 9S 555455 


7,466, 782 
6,745,873 

850,015 
3,736,000 
1,645,090 
1,549,000 


51,556,000 


35 585,000 


27,451,000 
6,471,000 


ph dee ye GU 


4,017,000 
4,090,000 
los, Sv1,000 
3,030,000 


1,659,000 
3,111,000 


10,468 ,000 
14,169,000 
3 » 930,000 





, 


oe 8 
5S 
en et ot 


~ 
more co 


Q0oO0 
w 


2g 
8 


Oak 
Fargo Bk. & 
Francisco 


Qo 


Ye 


Connecticut 
Conn. 


& Tr. 


cr 
U 


DKe 


Co 


greenwich Tr. Co 
Delaware: 
Equitable Securit 
Wilmington 
na: 


> 
& Tr. 
,ens 


ples 


Kentucky: 


che. Bk 


Ex 


Citizens Fidelity Bk. & Tr. Co., 


Louisville 
" 
Citize 
Lex 
Maine: 
eat 
Depositor: 
Michigan: 


The 


s4Jnicn 
ng ton 


Gadil 


alkland 


*) 


State Bk *> 


fey 


REGULATION OF BANK MERGERS 


& 


A 
i 
ry 


AND SAL NS 
wr 
NAS 


ROHASE 


ING 


TRANSACTIO 


= Cont'd 


Total 
resources of 
absorbed bank 


American Com, & Savs. Bk., 
Moorpark 
of Newman, Newman 
Tr. & Savs, Bk., Pasadena 
ral Bk. of Calaveras, San 
Andreas 
First Savs. Bk., San Jacinto 
Bank of Tehachapi, Tehachapi 
First N. B., Los Gatos 
First N. B., Mountain View 
Torrance N. B., Torrance 
irst N. B., Oakdale 
irst N. B., Antioch 


1,681,000 
6, 384,000 
61,495,000 


C ant 


Francisco 


Los Ang 
land 


Union 


eles 
tT. Go. 9 F 


wr 


B 


Con, Turlock 
Bellflower 
Corcoran 
Crows Landing 

Delano 

airfield 

Garden Grove 

Los Altos 

Santa Ana 

& Savs. Bk. > 


9 


o., Hartford Phoenix Tr. Co., 


Hartford 


wy 
‘ 


tyr 


Byran 


Greenwich am of Port Chester 


Co 


Tr. 9 


Indianapolis 


' 


Central State Bk., Indianapolis 
Northwestern State E 


Indianapolis 


Bk., 


Co., Madis 


n val brancn 


BR 


. sen ec 
The Clements 


\ t 


Bk 


Seneca 
Elmdale 


Ne C ly e °A 


State -,» Clements 0 


, 


Citizens Fidelity Buechel 1,7 


Rk 


ux) 
‘ »000 


Citizens Fidelity Bk 
Union Bk, & Tr. 


» ot.Matthews 
Lexington 


¢ 


8 


031,000 
304, , 000 


’ 
Oo 


Wilton Trust Co., Wilton 


(he Manton Kk.e, Manton 








“Mississippi: 


Name of receiving bank 


Deposit Guaranty Bk. & Tr. Co., 
Jackson 

Pascagoula-Moss Point Bank, 
Moss Point 

Bank of Clarksdale, Clarksdale 


New Jersey: 


Peoples Tr. Co. of Bergen Co., 
Hackensack 


Madison Tr. Co., Madison 


New York: 


North Fork Bk, & Tr. Co., 
Mattituck 

The Bk. of Castile, Castile 

Hempstead Bank, Hempstead 

Security Tr. Co., Rochester 

Chemical Corn Exchg. Bk., New York 

Genesee Valley Union Tr. Co., 
Rochester 

Citizens State Bk., Arcade 


North Carolina: 


Wachovia Bk. & Tr. Co., Winston- 
Salen 

Peoples Bk. & Tr. Co., Rocky Mount 

The Scottish Bank, Lumberton 


North Dakota: 


Binford State Bk., Binford 


Ohio: 


The Commercial Bkg. & Tr. Co., 
Wooster 

Socicty for Savs. in the City of 
Cleveland, Cleveland 


Oklahoma : 


First State Bk., Blanchard 
First State Bk., Hinton 


Pennsylvania: 


Beaver Tr. Co., Beaver 

Ficclity-Phila. Tr. Co., 
Philadelphia 

" " " u 


Broad Street Tr. Co.,Philadelphia 
Bryn Mawr Tr. Co., Bryn Mawr 


Colonial Tr. Co., Pittsburgh 


Bellefonte Tr. Co., Bellefonte 
Oil City Tr. Co., Oil City 


First Seneca Bk, & Tr. Co,,O0il City 


" " " " " " 


Fidelity-Phila. Tr. Co., 
Philadelphia 

Apollo Tr. Co., Apollo 

Girard Tr. Corn Exchg. Bk., 

Philadelphia 





REGULATION 





CONSOLIDATIONS, MERGERS AND PURCHASE AND SALE TRANSACTIONS 
APPROVED BY THE STAT BANKING DEPARTMENTS ~ Cont'd 


1954 - Cont'd 










OF BANK MERGERS 


cae 


Name of absorbed bank 


Commercial Bk. & Tr. Co., 
Jackson 

Ocean Springs State Bank, 
Ocean Springs 

Comercial & Sav. Bk. of Friars 
Point, Friars Point 


Glen Rock Bank, Glen Rock 
First N. B., Madison 
Peoples N, B., Greenport 


Gainesville N. B., Gainesville 
Bank of Syosset, Syosset 

Par. & Mechanics' Tr. Co., Bath 
Corn Exchg. Bk. Tr. Co., New York 
Genesee Valley Tr. Co., Rochester 


Silver Springs N. B., Silver 
Springs 


N. B. of Burlington, Burlington 


The Pinetops Bkg. Co., Pinetops 
The Peoples Bank, Randleman 


First N. B., Binford 
The Farmers Bkg. Co., Sterling 


The Bk. of Ohio Co., Cleveland 


First N, B., Blanchard 
First N. B., Hinton 


First N. B., Rochester 
First N. B., Chester 


Clifton Heiphts N, B., Clifton 
Heights 

Northwestern N, b., Philadelphia 

Bryn Mawr N. B., Bryn Mawr 

First N. B., Wilkinsburg 

Farmers N, B., Bellefonte 

First N. B., New Bethlehem 

First N. B., Rimersburg 

Sligo N. B., Sligo 

Ridley Park N, B., Ridley Park 


First N. &., Apollo 
North Philadelphia Tr. Co., 
Philadelphia 











Total 


resources of 
absorbed bank 





$27,999,000 
1,745,000 


203,000 


3,451,000 
11,894,972 
1,687,932 
612,895 
3,571,000 
5,203,000 
832,296,000 
56,905,000 
558,108 
12,923,221 


1,338,000 
1,572,000 


3,950, 382 


3,141, 904 
22,162,000 


REGULATION 


Peansyivenie - Conta: 
Commonwealth Tr. Co., 
Peoples Unjon pk., 


Fidelit 


i rust 


lity 7 t Co., 


are 
Bristol 
Fiaelity-rnila. Tr. Co., 
Philedelonia 
Puerto kico: 
Banco Populser ae Puerto hico, 
Sen Juan 
hhode Islend: 


Ve.c 


AaCY Lhe 


Citizens Tr. Co., Proviaence ) 
~ / 
Citizens Savs. Bk., Proviaence ) 
Tennessee: 
Far. Exchenre 
Vermont: 
Chittenden Tr. 


Chittenden Tr. 


Bk., Union City 


burlington 
burlington 


VOey 


Lo., 


Washington: 
First Indepenuent Bk., hiavgefielia 


TOTaL - YEAR 1954 


Arizona: 

Bank of Douglas, Phoenix 
California: 

Americen Tr. Co., Sen Francisco 


Californie Lank, Los Angeles 
First western Bk. & Tr. Co., 
San Francisco 
Kmerican Tr. Co., 
First estern bk. 
Sen Francisco 
Modesto Bk. & Tr. Co., Medesto 
Californie Bank, Los Anzeles 
First hestern Bk. & Tr. Co., 

Sen Francisco 
County Bank of Senta Cruz 


California Ban«, Los Angeles 
u " 


San Francisco 
& Tr. Co., 


" " 


wells Fargo bK., ncisco 
becberi 


Frencisc 
u 


OF BANK MERGERS 


name of ebsorbed benx 


South Hills Tr. Co., Pittsburgh 

City Lanx, Jecnnette 

Coloniei Tr. Co., Pittsburgh 

2outhensvton Uotcte vouth- 
hempton 

Deleware Co. Tr. Co., Chester 


Glass 


ley 


Credit Union Bena, Sen Juan 


sreenville Tr. Co., Greenville 


The Fer. & ter. Bk., Hives 

Orle:ns Trust Co., Newport 

Velley owvs. bk. & Tr. Co., 
orth Troy 


1,121,000 


olete bK. 
bi.ttle 


of Bettle 
sround 


vround, 


(90 bens) 


1203 


First Stete Bk. of Ariz., dessa 


Monterey Co. Tr. & Savs. Bank, 
Salinas 

Celifornia Tr. Co., Los Angeles 

Inaien Velley bk., Greenvilie 


Commercisl Bana, Putterson 
Butte Valley State Ba., Dorris 


Citizens bana, Riverbank 
Oilfields N. 5., Brea 
First N. B., Riverdale 


4,417,452 
25i 30, 327 


County First N\. B., Sante Cruz 
First Ww. b., Pomone 
Covini. N. Covina 
Union N. B., Pasadena 
First ii. B. oF oon 


hed. ood 


7,985,470 
33,079, 327 
L2, 080, 535 
17,488,451 

7, 40h, 580 


Be, 
teo Uo., 
City 
Villey A. he, Albembra «7,47, 084 
First N. Le, 
Commerciscl N. 


ounnyvile 
Bey Aliuied 


a’, $55, 715 
L,9 1,97 





S&S &66& sc cS G&G 


ns 
Fe 


REGULATION OF BANK MERGERS 


- 10 - 


CONSOLID+TIUNS, sbkGENS AND PURCHASE AND SALE TRANSACTIONS 
APPhOVED bY THE STATE BAnnING DLPAhTwiwTS - Cont'd 


Connecticut: 
Conn. Bk. & Tr.. Co., Hertford 
Riverside Tr. Co., Hartford 
Delaware: 
Wilmington Tr. Co., tilmington 
wilmington Tr. Co., Kilmington 


Farmers bk. of Stete of Delawere, 


Dover 
Wilmington Tr. Co., Wilmington 
Illinois: 
Far. & Mer. Bank, Highland 
Iowa: 


New London Stete Bk., New London 


Stete Bk, of Schaller, Schaller 
Dysart State Bk., Dysart 
Kentucky: 
Shelby Co. Tr. & Bkg. Co., 
Shelbyville 
Maine: 
Depositors Tr. Co., Auguste 
Massachusetts: 
Segond Banx-State Street Tr. Uo 
Boston 
Michigan: 
katon County bk., Chirlotte 


*) 


Jackson City Bk. & Tr.Co.,Jickson 


Soarte State Bk., Sperte 


Union Bx. of Mich., Grend Fapids 


Detroit Wabeek Bk. & Tr. Co., 
Detroit 

Peoples Stite bk., willicmston 

Wayland State Bk., hayland 
Minnesota: 

Americen Stite Bk., Moorhead 
Mississippi: 

Bank of Clarksdale, Clerksdale 
Nevada: 

Nevada Bk. of Commerce, Reno 
New Jersey: 

Suburban Tr. Co., Westfield 

Fidelity Union Tr. Co., Newark 


County Bk. & Tr. Co., Puterson 
Camden Trust Co., Camden 

New York: 
County Tr. Co., White Plains 


The Chase Manhattan Bk., New York 


Benkers Trust Co., New York 
Stute BK. of Albeny, Albuny 
County Tr. Co., ikhite Plains 


Lewis County Tr. Co., Lowville 
County Tr. Co., white Plains 
County Tr. Co., White Plains 


1955 = Cont'd 


Bame of absorbed bank 


Windham N. 5., hillimantic 


New Hartford Tr. Co., New Hartford 


Industrial Tr. Co., wilmington 
New Castle Tr. Co., New Castle 
Rehoboth Tr. Co., Rehoboth Beach 


Delaware City N. B., Deleware City 


Highland N. B., Highland 


Iowe State Bk., New London 
Schaller Savs. Bk., Schaller 
Dysart N. 3., Dysart 


Citizens Benx of haddy, waddy 


Lewiston Tr. Co., Lewiston 


Second N. B., Boston 


rber ot. te ox., Vermontville 
Tne Com'L. & Savs. bx., Albion 
The Pcooples State bx., Sparta 
Cedur Sprinuzs Stite Bk., Cedar 
oprings 
Detroit Tr. Co., Detroit 


Farmers Stete Bx., nebberville 
Hopkins Stute Savs. Bx., Hopkins 


Buxer Stite Bk., Baker 
Mer. & Planters Bk., Drew 
Ely N. B., Ely 


Mid-City Tr. Co., Plcinfield 

Peoples N. B. & Tr. Co., 
Irvington 

Little Falls N. B., Little Falls 

Oaklyn N. B., Oaklyn 


First N. B., Ardsley 

Chase N. B, of the City of 
York 

Public N. B. & Tr.Co., New 

Merchants N.B., Plottsburg 

Irvinyton N, b. & Tr. Co., 
Irvineton 

Port Leydon N. B., Port Leyden 

Centr: 1 N. BL, Yonkers 

Peekskill N. 8. & Tr. Co., 
Peekskill 


Total 
resources of 
absorbed bink 


$12, 706,905 
2,822,000 
16,047,000 
35470, 000 
2,731,000 
1, 388,644, 
35299, 412 
1,082,000 
1,015,000 
z, 317,603 


641,000 


19,199,000 
170,695,801 
1,392,000 
9,436,000 
4s i64,,000 
2,359,000 
35,35 3,000 


566,000 
1,108,000 


691,000 
35 589,000 
8,232,825 


75 734 y000 
12,128,236 


11,919,630 
6,869,408 


«5837, 551 
5,731, 385,183 


506,858, 684, 
10,477, 672 
3,214,598 


861, 500 
29,196,836 
7,857,956 
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First N 
Northern ‘“estchester c Katonah 
Rronx County lew York 75,767,000 
i. 
9,877,000 


Manufacturers 
Puffalo 


State Pank of 


North Carolina: 


First-Citizens 


Smithfield 
Wachovia Pk. 

Salem 
Durham >k. 


Wachovia 


leveland 
The Croghan Colonial 
The ‘inion Pk. of Commerce Co 
Cleveland 
Oreron: 


Penk of Lebanon Hal sey 


Key 


Farmers! °k McSherrystown 
> > 7 


aria 


rens °» iario 


Perkasie ‘ 20-5 Perkasie 
, 


Juakertown "r. Co., Quekertown 
Prospect ¢ Etate ™., Prospect 


Industrial Tr. 
Dauphin Denosit 
First Seneca Fk. 
Lawrence Sav 


Onples 


O., Readinpe 


a 


9» for "kr. 


hia 


lelphia 
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oniGies 


CONSOLIDATIONS, MERGERS AND PURCHASE AND SALE TRANSACTIONS 


APPROVED PY THE STATE BANKING DEPARTMENTS 


Name of receiving tank 


South Carolinas 
State Tank * 
Utahs 
Walker fk. & Tr. 
Walker Pk. & Tr. 
Vermont; 
Chittenden Tr. Co., Purlington 
Prattleboro Tr. Co., Prattletoro 
West Virginia; 
Yanawha Union Pk., tlenville 
Wisconsin: 
Citizens State Bk., “Wausau 


Tr. Cos, “Sreenwood 
Co., Salt Lake City 
Co., Salt Lake City 


TOTAL 


- YRAR 1955 


California: 
First Western Fx. & Tr. Co., 
San Francisco 


California Bank, Los Angeles 
Connecticut: 

Union & New Haven Tr.Co., New Haven 
New Britain Tr. Co., New Rritain 
Delaware:. 

Equitable Security Tr.Co., 

Wilmington 
Far. Fk. of the State of Delaware 
Dover 

Seorgia: 
Tr. Co. 
Indiana: 

Union Tr. Co., “Sreensburr 

Irwin Union Fk. & Tr. Coe, Columbue 
Peoples Trust Co., Linton 

Fidelity *k. & Tr. Co., Indianapolis 
Citizens Pk., Michigan City 
Iowa: 

Union fk. & Tr. Co., Ottumwa 
Kentucky: 

™. of Alexandria, Alexandria 
Deposit Sk. of Carlisle, Carlisle 
Maryland: 

Iliterty Tr. Co., Cumberland 
Michigan: 

The Tetroit Rk. & Tr. Co., Detroit 
The Detroit Pk. * Tr. Co., Netreit 
Hubbard State Pk., Tad Axe 

Hubbard State Fk., Pad Axe 

Union favines "k., Manchester 


of Georgia, Atlanta 


38251 O—-59 


12 


mio 


- Cont'd 


1955 _- Cont'd 


resources 


Name of absorbed bank al 


Iodine State Bk., Wagener ¢ 


First N.P., Murray 
Far. &% Mer. Renk, Provo 


N.B. of Newport, Newport 
First N.P., Penninrton 
Slenville Pkr. & 


Tr., Ttlenville 


Mer. & Far. State fk., Marathon 


(99 banks) 


1956 


Firet N.2. in Orosi, Orosi 
Southern Com'l & 
cast Pesadena 
fk. of Sierra Madre, 
adre 
Hollywood St. 


Savs. Pke, 


Sierra 


™. Los Angeles 

First N.P., “allingford 

Fidelity Industrial Pk. 
Pritain 

New Castle Co. 


> ew 
N.R., Odessa 


Newark Tr. Co., Newark 


East Atlanta fk., Atlanta 


“Westport lWnion Tr. Co., Westport 
Hope State Pk., Hope 

Switz City Pk., Switz City 
Penkers Trust Co., Indianapolis 1 
LaCrosse State Fk. LaCrosse 

Far. & Mer. Savs. Pk., Ottumwa 
Citizens fk., Cold 
Moorefield Deposit 


Spring 

Mm. ,Moorefield 
Com'] Savs. "k., Cumberland 
Pirmingham \V."., Pirminrton 
Ferndele .}., “erndale 
Flkton State Pk., klkton 
Kinde State "k., inde 


Peoples "ank, Manchester 


Total 
of 


sorbed bank 


1,269,009 


9,660,127 
9, 1:61, 000 


3,907,236 
753925972 


934,000 


508 , 000 


Lnm 


29 fRO,OUr 


0,491,216 
FA? OOO 
2,000 


1,982,110 


ey,iil 


10,21,8,00¢ 


1,739,000 
1,891 , 00C 
1,507,000 
6,153,000 


1,852,000 





Michigan - Cont'd: 









































































































Name of receiving bank 


Frankenmuth State Bk., Frankenmuth 
Commercial’ Sav3. 3k., Adrian 
Citizens State Bk., Clare 


Bk. of Lenawee County, Adrian 


Minnesota: 


Mississippi: 


Security State Bk., Starkville 


New Hampshire: 


Concord Savings 8k., Concord 


New Jersey: 


The Tr. Co. of New Jersey, Jersey 


City 
The Trenton Skg. Co., Trenton 
Princeton Bk. & Tr. Co., Princeton 
Freehold Tr. Co., Freehold 
Bk. of Passaic & Tr. Co., Passaic 
County Bk. & Tr. Co., Paterson 
Bank of Commerce, Newark ) 
(Formerly West Side Tr.Co.,Newark) 
Peoples Tr. Co. of Bergen Co., 
Hackensack 


New York: 


First Tr. & Deposit Co., Syracuse 
Northern N.Y. Tr. Co., Watertown 


Hempstead Bank, Hempstead 
Security Tr. Co., Rochester 


" 1 


Sent 


State Bk. of Albany, Albany 


Dutchess Bk. & Tr. Co., Poughkeepsie . 


First Tr. & Deposit Co., Syracuse 
Hempstead Bank, Hempstead 
Security Tr. Co., Rochester 


First Tr. & Deposit Co., Syracuse 


Manufacturers & Traders Tr, Co., 
Buffalo 

State Bk. of Albany, Albany 

Bk. of Huntington, Huntington 


Manufacturers & Traders Tr. Co., 
Buffalo 
State Bk. of Suffolk, Bay Shore 


North Carolina: 


Northwestern Bk., North Wilkesboro 

Com'1 State Bk., Laurel Hill 

Peoples Bk, & Tr. Co., Rocky Mount 

Wachovia Bk, & Tr. Co., Winston- 
Salem 

Wachovia Bk. & Tr. Co., Winston- 

Salen 
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a 


reinihiek wecnial since nie ent i i a aa a acai 
SONSOLIDATIONS, MchGiRS AND PURCKéSE AND SALE TRANSACTIONS 


PPROVED BY THE STATE B/.NKING DEPARTLGNTS - Cont'd 


4956 - Cont'd 


Name of absorbed bank 


State Savings Bk., Reese 

Addison State Savs. Bk., Addison 
Rosebush State Bk., Rosebush 
First State Savs. Bk., Morenci 


First N.B., Harmony 

Mer. & Far. Bank, Mathiston 
Union Trust Co., Concord 
Peoples N.3., Secaucus 


First N.B., Pennington 
Hopewell N.B., Hopewell 
First N.B., Farmingdale 

Bank of Alwood, Clifton 
Citizens Trust Co., Paterson 
Bank of Commerce, Newark 


Rutherford Tr. Co., Rutherford 


First N.B., Marcellus 

Carthage Nat'l Exchg. Bk., 
Carthage 

Vheatley Hills N.B., Westbury 

Stewart N.B., Livonia 

N.B. of Phelps, Phelps 

First 1'.3., Greemvood 

First N.B., Richfield Springs 

Mer. N.3. & Tr. Co., Poughkeepsie 

First N.B., Veedsport 

Oyster Bay Tr. Co., Oyster Bay 

State Bk. of Shortsville, 
Shortsville 

Bk. of East Syracuse, East 
Syracuse 

Adam, Meldrum & Anderson State 
Bank, Buffalo 

Schoharie County Bk., Schoharie 








Total 


resources of 
absorbed bank 


£3,229, 000 
2,153,000 
1, 369,000 
4,163,000 


1,379,063 

675,000 
9,938,000 
6,976,092 


8,496,880 
4,404,196 
3,730,123 

11, 535,000 

20,980,000 
7,570,000 


21,748 ,000 


4,046, 570 
5,559,614 


4,360,315 
3,056,778 
1,888, 551 

715,911 
4,395,407 
6,815, 381 
2,219,190 
6,182,000 
3,554,000 


4,318, 000 
5,635,000 
3,155,000 


Huntington Station Bk., Huntingtonl,, 565,000 


Station 
Genesee Trust Co., Batavia 
Suffolk Co. Tr. Co., Riverhead 


Yadkin Valley Bk., East Bend 

Bank of Gibson, Gibson 

Bank of Infield, knficld 

City Industrial & Savs. Bank, 
Greensboro 

Fidelity Bank, Durham 


10,771, 000 
7,314,000 
1,084 ,000 

858, 000 
3,436,000 


1,769,000 


32,959,000 
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nati 
Liount 


- Co., Pittsburgh 
alley Trust Co., Palmyra 
Provident Tr. Co., Philadelphia 
Broad Street Tr. Co., Philadelphia 


st Pennsylvania 3kg. & Tr. Co., 
Philadelphia 
Dauphin Deposit Tr. Co., Harrisburg 


eoples Trust Co., 
Tennessee: 


First Peoples Bk., Johnson City 
Texas: 


armers State Bk., Clarendon 


Ital 
vuan. 


Walker Bk. & Tr. Co., Salt Lake City 
Walker Bk. & Tr. Co., Salt Lake City 
Virginia: 
State-Planters Bk. of Com. & Trusts, 
Richmond 
. of Westmoreland, Inc., Colonial 
Beach 
Washington: 
he Citizen's State Bk., Arlington 


nk of Madison, Madison 
c. of Watertown, Watertown 


TOTAL - YEAR 1956 


Cleves N 


Citizen's 


Wernersviile N.B 
Wernersville 
r (\ +7] 


N.B., Castle Shannon 


Campbelltown Bk., Campbelltowr 


VO 


Ar on ot 


Union Trust Co., & 
Far. & Citizens' Bk 


(81 banks ) 
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ymnineok C +-, 


imaingne eecurity 


Ferners 


Bank, Los Angeles 


Winanac 'yvil Stz Bk., MNedaryville 


stown 


2 1tiuore 
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Michigen Tr. Co., Grand Rapid 


Com'] & Suvs. Bk., Flint Otisville State Bk., Otis 
, , 

& Tr. Co., Muskegon Muskegon Trust Co., Musk 

st Bk. & Tr. Co., Revenna State Ban Rever 


Alma 
Bk. & Tr. Co., Flint Mer. & Mechanics Bk., Flint 
ith State Bk., Frankenmuth Birch Run Ste I Birch Run 
State Savs. B burg 


-» Monroe Peters ate Bh Peters 


k 
& Tr. Co., Muskegon State B ite! 1, Whitehall 


Brooksville 


zenovis 
;. Bk., Far R 
Morrisville 
tate Bk., Canase 


Ne De 


N. B. of New York, 


Tr. Co., Ga 
rolina: 
merican Com'] Bk., Charlotto 
Northwestern Bk., North Wilkesboro 


Ohio: 
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CONSOLIDATIONS, MERGERS AND PURCHASE AND SALE TRaNSACTIONS 
PPROVEL BX THE ST¢TE BANKING DEPARTMLNTS - Cont'd 


1957 - Cont'd 


Total 
resources of 


Name of receiving bank Name of absorbed bsenk absorbed benk 


Pennsylvanie: 
Harrisburg Tr. Co., Harrisburg Highspire Stete Bk., High Spire #1, 751,000 
Deuphin Repogit Tr. Co., Harrieburg Curlisle Truat Co., Carlisle 7 
Firet Bk. & Tr. Co., Mecheniceburg Mechanicsburg Bk., Mechanicsburg 1,624,000 
Provident Tradesmens Bk. & Tr. Co., Tradesmens Bk. & Tr. Co., 301,672, “78 
Philedephie Philedelphie 
Centrel Tr. Co., Harrisburg Allison-Fest Fnd Tr. Co., 
Harrisburg 
Montgowery Co. Bk. & Tr.Co., Penn Valley N. B., Hatfield 5,007,673 
Norristown 
Peoples Tr. Co., Tiyomissing Streusstown N.B., Struusstown 1,<75 484 
Upper sluin Line Bk., derwyn berwyn N. b., Berwyn 6,929,548 
Girard Tr. Corn bxchange Bk., N. B. cf Narbeth, Naerbeth 13,352,406 
Philedelpria 
Girard Tr. Corn Exchange Bk., Ambler N. B., Ambler 9,564,903 
Philadelphia 
First Senece Bk. & Tr.Co., Oil City First N. b., Grove City 6,115,961 
Provident Tradesmens Hk. & Tr. Co., Merchants N.B., Quakertown 12,658,207 
Philadelphia 
Dauphin Deposit Tr.Co., Harrisburg Peoples Bunk, Steelton 5,007,000 
Harrisburg Tr. Co., Herrisburg oteelton bk. & Tr.Co., Steelton 6,51 ,000 
South Carolina: 
Stute Bk. & Tr. Co., Greenwood Cowmerciel Stute Bk., Whitmire 1,187,000 
State Bk. & Tr. Co., Greenwood Lower Main Street Bk., Columbia 6,123,000 
Bunk of Orungeburg, Orangeburg Branchville Depository, Branchville 170 ,000 
Uteh: 


Bank of St. George, St. George Stete 5k. of Hurricane, Hurricane 1,616,000 
Vermont: . 

Franklin County Bk., St. Albans hichford N.B., Richford 1,258,639 

The Vermont Bk. & Tr.Co., hindhem N. b., Bellowe Falls 4,167,264 

brattleboro 

Virginiu: 

Southern Bank, Norfolk Bank of Norview, Norfolk 2,981,000 
hisconsin: 


Citizens Bank, Sheboygen Bunk of Sheboygan, Sheboygan 15,495,000 


»254,000 


9,558,000 


TOTAL = YEAR 1957 "(82 banks) 1,159, 307,694 


———— 
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Union Title 


cticut: 
lew Haven Tr. Co., 
Haven 
rfield County Tr.Co. ,Stamford j } & Tr.Co., New Canaan 
verside Tr. Co., Hartford 
onn. Bk. & Tr.Co., Hartford 


- & Tr.Co., Goshen New Paris State Bk., 
L Farmers State Bank, 


Tr. Gee» Ionia Savings Bank, 


Central State Bank, Mlkader 


of Perry, Perry S 2 Bk. of Ozawkie 
rerson-Citizens State Bk., j j 
herson 


-» Springfield 
Augusta Augusta 


smithland 
« Co., Aususta 


- Co., Cambridge 


Bk. of Montromery Co. 


of Maryland, teisterstown-Glyndon Ban 
Reisterstown 


Tr.Co., Springfield Springfield 


Com'l & Savs. Bank, Flint First 
Savs. Bank, Flint State 
Bk., “arbor Beach State i ‘ 
- & Tr.Co., Lansing Central Tr. 
m'l & Savs. 3k., Flint Shiawassee 
Kent Bk. & Tr.Co.,Grand Rapids Peoples N, 
Mer. State Bk., Sebewaing State Savings 


bk. & Tr.Co., 


Vineland 
“lifto 
lifton 
Jersey 


Trenton 


ounty,torristown 
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Skaneateles 
Penn Yan 
Bank, Penn Yan 


Be, Friendshi 


p 


brook N.B. & Tr.Co., Lynbrook 
zens Bank, Brooklyn 
of No. America, 


lew York 
ate Bank of Pearl 


niver 
Citizens 


saverly 


First N. { Harrisville 
Camillus Camillus 


First Herkimer 


Tr.Co., Rome 


Edenton, Edenton 


rial Bk., Wilson 
Tr. Co., Hendersonville 


4naus 


tate Sank, Oswego 


Lancaster 


ushville Bkr 1O., Rushville 
‘ over ; 2ns Dar ugarcreek - 
Lancaster F Co., Carroll 


B., Upper Darby 


Schnecksville State 
chnecksville 
Abington Bk. & 
apital Bk. 
otter bk. 

Pirst Ne 


Key 


Tr.Co., abington 
Tr.Co., Harrisburg 
Tr.Co., Pittsburgh 


ourg 
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Li, ,088 


LU, ,024 
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The following compilation, prepared in the Federal Reserve Board, 
was ordered inserted in the appendix. Reference will be found on 
page 124, 


COMPILATION OF STATE LAWS RELATING TO DELEGATION OF 
AUTHORITY IN BANK MERGERS AND CONSOLIDATIONS 


MARCH 17, 1959 


(Prepared in the Legal Division of the Board of Governors of the Federal 
Reserve System) 


FOREWORD 


This is a compilation of Federal and State statutes, as of January 1, 1959, 
relating to the delegation of authority for the regulation and supervision of bank 
mergers and consolidations and also relating to standards established by State 
legislatures in such legislation where they in fact exist. It does not purport to 
cover the requirements of corporation statutes as they might affect bank mergers 
and consolidations except where the bank merger statute incorporates such a 
statute by reference. By virtue of statute in 45 States including Alaska and 
Hawaii (the District of Columbia banks coming under the Federal regulation 
of the Comptroller of the Currency), banks which merge into resulting State 
banks are regulated or supervised in such merger or consolidation by a State 
agent or agency. , 

For ready reference purposes the compilation is preceded by a tabular sum- 
mary of the provisions of State laws with respect to the delegation of authority 
for the regulation and supervision of bank mergers and consolidations. Stand- 
ards set forth in the State laws delegating such authority are itemized where pos- 
sible or placed under an “other” category. Where no specific standard is con- 
sidered to be set forth, it is so indicated. 

The State of Alaska is included in the compilation although the citation is to 
Territorial laws. The Territory of Hawaii is also included because of its immi- 
nent admission to the Union. 

The form of citation used throughout this compilation is such that the leading 
citation covers the general merger and consolidation laws. Specific portions of 
that law as it relates to this compilation are cited and quoted in the body of the 
text. 


Prepared in the Legal Division of the Board of Governors of the Federal 
Reserve System. 
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State merger legislation, delegated standards 


] 7. 8 
| 
| 
| 


Conformity with State law 


Assumption of liabilities 


Capital structure 
agreement 


€ 
a 


Public convenience 
Interest of depositors 


Public interest 
Stock distribution 
Resulting branches 2? 


Authority delegated ! 
Competition 
Fair 


| 
| 
| 
| 











Alabama. 
Alaska -- 
Arizona 
Arkansas 
California - 
Colorado. - 
Connecticut 
Delaware - 
Florida-_.-.- 
Georgia 

Hawaii 

Idaho 

Illinois. - 
Indiana 

lowa E 

Kansas_ - - 
Kentucky 
Louisiana 
Maine-- 
Maryland 4 
Massachusetts 
Michigan 
Minnesota-. 
Mississippi 
Missouri - - - - 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 

New Mexico 
New York 
North Carolina-- 
North Dakota 
Ohio-. 
Oklahoma. 
Oregon 
Pennsylvania - - . 
Rhode Island---. 
South Carolina 5. 
South Dakota 
Tennessee - 
Texas 

Utah_- 
Vermont. -.-.. 
Virginia. 
Washington. 
West Virginia --- 
Wisconsin. 
Wyoming. -- 


* 


yh oe bo be be ae et at a ett a et Zi et 


Z 
mi 


ba! 


ars 


KA 


Z 
° 


Zsa 
ZA 


MAK KKM 
KAMA 


A 


Bee X | x 
| | | | 1 | 


| An “X” in column indicates State has merger legislation, ‘‘No”’ indicates none. 

2 Indicates State requires permission to operate banks and branches acquired through merger. 
3 Standards not itemized are included herein. 

4 But see statutory provision. 

5 Questionable. See statutory provisions. 
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FEDERAL LAW 


MERGER OR CONSOLIDATION WITH NONINSURED BANKS; ASSUMPTION OF LIABILITIES ; 
TRANSFER OF ASSETS 


Section 1828(c) reads: “Without prior written consent by the Corporation, 
no insured bank shall (1) merge or consolidate with any noninsured bank or 
institution or convert into a noninsured bank or institution or (2) assume lia- 
bility to pay any deposits made in, or similar liabilities of, any noninsured bank 
or institution or (3) transfer assets to any noninsured bank or institution in 
consideration of the assumption of liabilities for any portion of the deposits 
made in such insured bank. No insured bank shall convert into an insured State 
bank if its ‘capital stock, or its surplus will be less than the capital stock or 
surplus, respectively, of the converting bank at the time of the shareholders’ 
meeting approving such conversion, without prior written consent by the Comp- 
troller of the Currency if the resulting bank is to be a District bank, or by the 
Board of Governors of the Federal Reserve System if the resulting bank is to be 
a State member bank (except a District bank), or by the Corporation if the re- 
sulting bank is to be a State nonmember insured bank (except a District bank). 
No insured bank shall (i) merge or consolidate with an insured State bank 
under the charter of a State bank or (ii) assume liability to pay any deposits 
made to another insured bank, if the capital stock or surplus of the resulting or 
assuming bank will be less than the aggregate capital stock or aggregate sur- 
plus, respectively, of all the merging or consolidating banks or of all the parties 
to the assumption of liabilities, at the time of the shareholders’ meetings which 
authorized the merger or consolidation or at the time of the assumption of 
liabilities, unless the Comptroller of the Currency shall give prior written con- 
sent if the assuming bank is to be a national bank or the assuming or resulting 
bank is to be a District bank; or unless the Board of Governors of the Federal 
Reserve System gives prior written consent if the assuming or resulting bank 
is to be a State member bank (except a District bank) ; or unless the Corpora- 
tion gives prior written consent if the assuming or resulting bank is to be a non- 
member insured bank (except a District bank). No insured State nonmember 
bank (except a District bank) shall, without the prior consent of the Corpora- 
tion, reduce the amount or retire any part of its common or preferred capital 
stock, or retire any part of its capital notes or debentures.” (Sec. 18(c) Fed- 
eral Deposit Insurance Act, 12 U.S.C. 1828(c).) 


ACQUISITION BY ONE CORPORATION OF STOCK OF ANOTHER 


Section 18 reads: 

“No corporation engaged in commerce shall acquire, directly or indirectly, 
the whole or any part of the stock or other share capital and no corporation 
subject to the jurisdiction of the Federal Trade Commission shall acquire the 
whole or any part of the assets of another corporation engaged also in commerce, 
where in any line of commerce in any section of the country, the effect of such 
acquisition may be substantially to lessen competition, or to tend to create a 
monopoly. 

“No corporation shall acquire, directly or indirectly, the whole or any part of 
the stock or other share capital and no corporation subject to the jurisdiction 
of the Federal Trade Commission shall acquire the whole or any part of the 
assets of one or more corporations engaged in commerce, where in any line of 
commerce in any section of the country, the effect of such acquisition, of such 
stocks or assets, or of the use of such stock by the voting or granting of proxies 
or otherwise, may be substantially to lessen competition, or to tend to create a 
monopoly. 

“This section shall not apply to corporations purchasing such stock solely for 
investment and not using the same by voting or otherwise to bring about, or in 
attempting to bring about, the substantial lessening of competition. Nor shall 
anything contained in this section prevent a corporation engaged in commerce 
from causing the formation of subsidiary corporations for the actual carrying 
on of their immediate lawful business, or the natural and legitimate branches or 
extensions thereof, or from owning and holding all or a part of the stock of such 
subsidiary corporations, when the effect of such formation is not to substantially 
lessen competition. 

“Nor shall anything herein contained be construed to prohibit any common 
carrier subject to the laws to regulate commerce from aiding in the construction 
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of branches or short lines so located as to become feeders to the main line of 
the company so aiding in such construction or from acquiring or owning all or 
any part of the stock of such branch lines, nor to prevent any such common 
carrier from acquiring and owning all or any part of the stock of a branch or 
short line constructed by an independent company where there is no substantial 
competition between the company owning the branch line so constructed and 
the company owning the main line acquiring the property or an interest therein, 
aor to prevent such common carrier from extending any of its lines through the 
medium of the acquisition of stock or otherwise of any other common carrier 
where there is no substantial competition between the company extending its 
lines and the company whose stock, property, or an interest therein is so 
acquired.” 

“Nothing contained in this section shall be held to affect or impair any right 
heretofore legally acquired: Provided, That nothing in this section shall be held 
or construed to authorize or make lawful anything heretofore prohibited or made 
illegal by the antitrust laws, nor to exempt any person from the penal provisions 
thereof or the civil remedies therein provided. 

“Nothing contained in this section shall apply to transactions duly consum- 
mated pursuant to authority given by the Civil Aeronautics Board, Federal 
Communications Commission, Federal Power Commission, Interstate Commerce 
Commission, the Securities and Exchange Commission, in the exercise of its 
jurisdiction under section 79 of this title, the United States Maritime Commis- 
sion, or the Secretary of Agriculture under any statutory provision vesting such 
power in such Commission, Secretary, or Board.” (Section 7, Clayton Act, 15 
U.S.C. 18) 

ALABAMA 


(Code of Alabama, 1940, Title 5, Sections 170-184) 
Delegation 

Section 171 reads in part: 

“... If... the superintendent of banks shall approve all of the proceedings, 
and it is his judgment that the same would be for the best interest of the insti- 
tution or institutions affected, such resolution [passed by the stockholders of 
each bank] shall have the force and effect of consolidating or merging such insti- 
tution with the other institution ... .” 

Standards 

Section 174 reads in part: 

. the superintendent of banks shall cause to be made an examination of 
each such institution, to determine whether the interest of the depositors, 
creditors and stockholders of each are protected, and that such consolidation or 
transfer is made for legitimate purposes, and his consent or rejection of such 


consolidation or transfer shall be based upon such examination and investiga- 
tion = 


ALASKA 
(Alaska Compiled Laws Annotated 1949, (1957 Supp.), Title 34) 


There is no specific provision under the banking laws limiting or regulating 
bank mergers or consolidations. (2 Alaska Comp. Laws, 1957 Cum. Supp., title 
36, Art. 5, provides for merger and consolidation of business corporations. ) 


ARIZONA 
(2 Arizona Revised Statutes, 1956, Title 6, Sections 6-229, 6-227, 6-228) 


Delegation 


Section 6-229 reads in part when speaking of the requirement of the certificate 
executed subsequent to merger: “. . . whereas said association (or bank) has 
received from the comptroller of the currency (or superintendent of banks) his 
approval of such conversion (or consolidation, merger, sale or transfer), and his 
authorization for the conduct of said business under the name... .” 


Standards 
None stated specifically for bank mergers. 
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ARKANSAS 


(6 Arkansas Statutes, 1947, Annotated, Sections 67-330—67-339 ) 





Delegation 


Section 67-331 reads in part: 

“Nothing in the law of this state shall restrict the right of a state bank to 
merge with or convert into a resulting national bank... .” 

Section 67-332 reads: 

“Upon approval by the State Bank Commissioner, banks may be merged to 
result in a state bank, or a national bank may convert into a state bank as 
hereafter preseribed, except that the action by a national bank shall be taken 
in the manner prescribed by and shall be subject to limitations and requirements 
imposed by the law of the United States which shall also govern the rights of 
its dissenting shareholders.” 


Standards 


A 


Section 67-334 provides for the approval of a merger : 
“| . if the State Bank Commissioner finds that the bank meets the standards 
as to location of offices, capital structure, and business experience and character 
of officers and directors for the incorporation of a state bank, and otherwise 
meets all requirements of the laws of Arkansas with respect to state banks. 


































CALIFORNIA 


(30 West’s Annotated, California Codes, 1955, section 2071) 





Delegation 

Section 2071 relates to approval for mergers: “Any agreement for the merger 
or consolidation of two or more banks or trust companies and any certificate 
executed pursuant to Section 4124 of the Corporations Code pertaining to such 
merger or consolidation shall have the approval of the superintendent endorsed 
thereon before the same is filed with the Secretary of State.” 





Standards 
None stated specifically for bank mergers. 


COLORADO 





(2 Colorado Revised Statutes, 1952, Annotated (1957 Supp.) Sections’ 14—20—-2— 
14-20+4) 
Delegation 

Section 14—20-2 reads: é 

“(1) Upon approval of the banking board, banks may be merged with, or 
converted into, a resulting state bank as hereafter prescribed except that the 
action by a constituent national bank shall be taken in the manner prescribed 
by, and shall be subject to, any limitation or requirements imposed by any 
law of the United States which shall also govern the rights of its dissenting 
shareholders. 

“(2) Nothing in the law of this state shall restrict the right of a state bank 
to merge with, or convert into, a resulting national bank. The action to be 
taken by a constituent state bank and its rights and liabilities and those of 
its shareholders ‘shall be the same as those prescribed for national banks at 


the time of the action by the applicable laws of the United States and not by 
the law of this state.” 


Standards 

Sections 14-20-4(3) (4) read: 

“(a) Within thirty days after receipt by the banking board of the papers 
specified in subsection (1) of this section, the banking board shall approve or 
disapprove the merger agreement... . 

“(b) The resulting state bank meets all the requirements of state law as to 
the formation of a new state bank. 

“(c) The agreement provides an adequate capital structure, including sur- 
plus, in relation to the deposit liabilities of the resulting state bank and its 
other activities, which are to continue or are to be undertaken. 

“(d) The agreement is fair. 





D 
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“(e) The merger is not contrary to the public interest... . 
“(4) Where the resulting state bank is not to exercise trust powers, the 

banking board shall not approve a merger until satisfied that adequate pro- 

vision has been made for successors to fiduciary positions held by constituent 

banks.” 

CONNECTICUT 


(VII General Statutes of Connecticut, Revision of 1958, Section 36-92) 


Delegation 


Section 36—-92(1) reads in part: 

“Any two or more state banks, trust companies or state banks and trust 
companies . . . or any One or more such corporations and one or more indus- 
trial banks organized under the general statutes, may, with the approval of the 
banking commission, merge or consolidate into a single corporation to engage in 
the business of a state bank and trust company. A combination of one or more 
corporations with and into one which continues its corporate existence may be, 
and is herein termed, a merger. A combination of several corporations into a 
new corporation may be, and is herein termed, a consolidation. .. .” 





Standards 


Section 36-92-(3) reads in part: 

. said commission shall determine whether such merger or consolidation 

will promote public convenience and whether the terms thereof are reasonable 
and in accordance with law and sound public policy. ... . = 


? 






























DELAWARE 


(2 Delaware Code Annotated, 1953, Title 5, Sections 750, 751) 








Delegation 

Section 750 reads in part: 

“. . No agreement of merger or consolidation of banks or trust companies 
doing business in this State shall be received or filed by the Secretary of State 
or be deemed or held to be effective unless and until the proposed agreement of 
merger or consolidation shall have been submitted to the Board of Bank Incor- 
poration and shall have been approved both in substance and in form by the 
Board and also shall have been approved by the State Bank Commissioner.” 


Standards 
Section 751 reads in part: 
“|. The State Bank Commissioner shall refuse his approval whenever in 


his opinion the transaction will weaken or tend to weaken any bank or trust 
company concerned.” 
FLORIDA 


(19 Florida, 1944, Title 36, Section 653.80) 






Delegation 

Section 653.80 reads: 

“Any bank, which is in good faith winding up its business for the purpose of 
consolidating with some other bank, may transfer its resources and liabilities 
to the bank with which it is in process of consolidating, but no consolidation 
shall be made without the consent of the comptroller of the state, nor shall such 
consolidation operate to defeat the claim of any creditor or hinder any creditor 
in the collection of his debt against such banks or either of them.” 


Standards 


See above. 
GEORGIA 


(Georgia Code Annotated, 1936 (1958 Supp.), Title 13, Sections 
13-1305, 13-1323) 
Delegation 
Section 13-1312 reads: 
“Subject to the approval of the Superintendent of Banks, any national bank- 
ing association located in this State, may by vote of the holders of at least two- 
thirds of each class of its capital stock, convert into or merge with a State bank, 
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in the manner prescribed by and subject to the limitations and requirements 
imposed by the laws of the United States; which shall also govern the rights 
of its dissenting stockholders.” [See sec. 13-1305 for provision on State bank 
merger with national bank. ] 









Standards 





Section 13-1315 relates to section 13-905 which states in part: 
“Upon the filing of the application the Superintendent of Banks shall make 
or cause to be made a careful investigation and examination relative to: 
» * * * * * o 



















“(d) The ability of the community to support the proposed bank or trust 
company, gfving consideration to (1) the competition offered by existing banks 
or trust companies and other financial institutions, (2) the previous banking 
history of the community, 

= * a ™ * * * 


















































“(g) Such other facts and circumstances bearing on the proposed bank or 
trust company and its relation to the locality as in the opinion of the superin- 
tendent may be relevant. 

“The Superintendent of Banks shall exercise his discretion in his considera- 
tion of the application, but the Superintendent of Banks shall not approve the 
application until he has ascertained to his satisfaction: 

“(a) That the public need and advantage will be promoted by the establish- 
ment of the proposed bank or trust company : ? 


HAWAII 


(2 Revised Laws of Hawaii, 1955, Ch. 178, Pt. IT) 
Delegation 

Section 178-173(b) reads: 

“After approval by the board of directors of each merging territorial bank, 
the merger agreement shall be submitted to the treasurer for approval, together 
with certified copies of the authorizing resolutions of each board of directors 
showing approval by a majority of the entire board, and together with evidence 
of proper action by the board of directors of any merging national bank.” 
Standards 

Section 178-173 reads in part: 

. (c) Within thirty days afte. receipt by the treasurer of the papers 
specified in subsection (a) the treasurer shall approve or disapprove the merger 
agreement, and if no action is taken, the agreement shall be deemed approved. 
The treasurer shall approve the agreement if it appears that: 

“(1) The resulting territorial bank meets the requirements of territorial 
law as to the formation of a new territorial bank ; 

“(2) The agreement provides an adequate capital structure including 
surplus in relation to the deposit liabilities of the resulting territorial bank 
and its other activities which are to continue or are to be undertaken; 

(3) The agreement is fair ; 

“(4) The merger is not contrary to the public interest. 

“(d) If the treasurer disapproves an agreement, he shall state his objections 
and give an opportunity to the merging banks to amend the merger agreement 
to obviate such objections. .. .” 

Miscellaneous 

Section 178-173(e) reads: “Nothing in this part shall be construed to require 
the approval by any territorial authority for any territorial bank to convert into 
and merge or consolidate with national banking associations as provided by 
Federal law.” 

IDAHO 





(5 Idaho Code, 1948 (1957 Supp.), Title 26, Sections 26-305, 26-308 ) 





Delegation 

Section 26—307-B reads in part: 

“After approval by the board of directors of each merging state bank, the 
merger agreement shall be submitted to the commissioner for approval, .. .” 
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Standards 


Section 26-307-C reads in part: 
, . The commissioner shall approve the agreement if it finds that— 

(1) The resulting state bank meets the requirements as to the formation 
of a new state bank. 

“(2) The agreement provides an adequate capital structure including 
surplus in relation to the deposit liabilities of the resulting state bank and 
its other activities which are to continue or are to be undertaken. 

“(3) The agreement is fair. 

““(4) The merger is not contrary to the public interest.” 

Miscellaneous 
Section 26-305-A reads in part: 


“Nothing in the law of this state shall restrict the ore of a state bank to 
merge with or convert into a resulting national bank. 


ILLINOIS 


(Smith-Hurd Illinois Annotated Statutes, 1951 (1958 Supp.), Title 1614, Sections 
121, 122, 128) 
Delegation 

Section 121 reads in part: 

“Upon approval by the Director, banks may be merged to result in a state 
bank or a national bank may convert into a state bank as prescribed by this 
Act, except that the action by a national bank shall be taken in the manner 
prescribed by and shall be subject to limitations and requirements imposed by 


the law of the United States which shall also govern the rights of its dissenting 
stockholders.” 


Standards 

Section 122(3) reads in part: 

“(3) ... The Director shall not approve the merger agreement unless he 
shall be of the opinion and shall find: 

“(a) That the resulting bank meets the requirements of this Act for the 
formation of a new bank at the proposed place of business of the resulting 
bank ; 

“(b) That the same matters exist in respect of the resulting bank which 
would have been required under Section 10 of this Act for the organization 
of a new bank [competition not mentioned] ; and 

“(c) That the merger agreement is fair to all persons affected. 

“If the Director disapproves an agreement he shall state his objections and 
give an opportunity to the merging banks to amend the merger agreement to 
obviate such objections.” 

INDIANA 


(5 Burn’s Indiana Statutes Annotated, 1950 Replacement, Title 18, Secs. 
18-701, 18-723) 


Delegation 
Section 18-704 reads in part: 


. The [banking] department is hereby authorized, in its discretion, to ap- 
prove or disapprove such resolution and joint agreement. If the department shall 
disapprove of the proposed merger, it shall so indicate, in writing, and it shall 


thereupon be unlawful to proceed with such merger....” [See sec 18-712 on 
consolidations. ] 


Standards 
None stated specifically for bank mergers. 


Iowa 


(24 Iowa Code Annotated, 1949, (1958 Supp.) Ch. 528B) 
Delegation 
Section 528B.4(2) reads: 


“After approval by the board of directors of each merging state bank, the 
merger agreement shall be submitted to the superintendent of banking for ap- 
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proval, together with certified copies of the authorizing resolutions of each board 
of directors showing approval by a majority of the entire board and evidence of 
proper action by the board of directors of any merging national bank.” 
Standards 

Section 528B.4(3) reads in part: 

“|. The superintendent of banking shall approve the agreement if it appears 
that: 

“a. The resulting state bank meets the requirements of state law as to the 
formation of a new state bank. 

“b. The agreement provides an adequate capital structure, including sur- 
plus, in relation to the deposit liabilities of the resulting state bank and its 
other activities which are to continue or are to be undertaken. 

“ce. The agreement is fair. 

“d. The merger is not contrary to the public interest.” 

Section 528B.4(4) reads: 

“If the superintendent of banking disapproves an agreement, he shall state his 
objections and give an opportunity to the merging banks to amend the merger 
agreement to obviate such objections.” 


KANSAS 
(General Statutes of Kansas Annotated, 1949, Sees. 9-808, 9-809) 
Delegation 

Section 9-808 reads in part: 

“ |. . If the board [state banking board] shall approve the conversion, the 


commissioner shall issue his certificate of authority and such resulting bank shall 
thereupon become a duly organized state bank: * * * .” 

























Standards 


*“ _.. No such resulting bank shall transact a banking business until the com- 
missioner shall determine that its capital stock is unimpaired. In any conversion 
authorized by this article the capital requirements of this act shall apply, and the 
new name for such resulting bank shall be approved by the board * * * .” 





KENTUCKY 
(Baldwin’s Kentucky Revised Statutes Annotated, 1955, Secs. 287.172, 287.173) 
Delegation ; 

Section 287.172(2) reads in part: 

“In the case of each conversion, a written plan of conversion shall be submitted, 


in duplicate, to the Commissioner .... The Commissioner shall approve or dis- 
approve such plan of conversion within sixty days of the submission thereof to 
De cee 





Standards 

Section 287.172(3) reads in part: 

“In the case of each merger, a written plan of merger shall be submitted, in 
duplicate, to the Commissioner. Such plan shall be in form satisfactory to the 
Commissioner and shall prescribe the terms and conditions of the merger and the 
mode of carrying it into effect. Such plan may provide the name to be borne 
by the State bank, as receiving corporation, if such name is to be changed. Such 
plan may also name the persons who shall constitute the first board of directors 
of the State bank after the merger shall have been accomplished, provided that 
the number and qualifications of such persons shall be in accordance with the 
provisions of KRS Chapter 287....” [For provision on merger of State bank 
with national bank see § 287.173. ] 

LOUISIANA 


(2 West’s Louisiana, 1951, Title 6) 







Delegation 
None stated specifically for bank mergers. 

Standards 

See above. 
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MAINE 


(2 Revised Statutes of Maine, 1954, Ch. 59, Sees. 145-154) 
Delegation 

Section 149 reads in part: 

“A merger which is to result in a trust company shall, unless a later date is 
specified in the agreement, become effective upon the filing with the bank com- 
missioner of the executed agreement together with copies of the resolutions of 
the stockholders of each merging bank approving it, certified by the bank 
president or vice-president and a Secretary * * *.” 

Standards 


Section 150 reads in part: 

“A national bank located in this state which follows the procedure prescribed 
by the laws of the United States to convert into a state bank shall be granted a 
state charter by the bank commissioner if he finds that the bank meets the 
standards as to location of offices, capital structure and business experience 
and character of officers and directors for the incorporation of a _ trust 
company... .” 

MARYLAND 
(1 Annotated Code of Maryland, 1957, Art. 11, Secs. 109-117) 

De legation 

Section 112(a) and (b) reads: 

“Approval.—After approval by the board of directors of each constituent bank, 
the merger agreement shall be submitted to the Bank Commissioner for approval, 
together with certified copies of the authorizing resolutions of the several boards 
of directors showing approval by a majority of the entire board and evidence 
of proper action by the board of directors of any constituent national bank. 

“Valuation where there has been no approval.—Without approval by the Bank 
Commissioner no asset shall be carried on the books of the resulting bank at a 
valuation higher than that on the books of the constituent bank at the time of the 
last examination by a State or national bank examiner before the effective date 
of the merger.” 

Standards 


Section 112(c)(4) reads in part: 
“. . . The Bank Commissioner shall approve the agreement if it appears that 
= = os * - € . 
“(4) The merger is not contrary to the public interest. If the Bank Com- 
missioner disapproves an agreement, he shall state his objections and give an 


opportunity to the constituent banks to amend the merger agreement to obviate 
such objections.” 


MASSACHUSETTS 


(54 Annotated Law of Massachusetts, 1948 (1957 Supp.) Ch. 172, Secs. 44, 444, 
46 Ch. 156, Sec. 46A) 


Delegation 

Section 44 reads in part: 

“With the written approval of the commissioner, (a) any trust company, any 
banking company, or any national banking association engaged in the business 
of banking in the commonwealth may, upon compliance with the provisions of 
section forty-six B of chapter one hundred and fifty-six, which are hereby made 
applicable in all such cases, and subject, as to any such trust company or bank- 
ing company, to the provisions of section forty-six E of chapter one hundred 
and fifty-six as modified for the purposes of this section by the provisions 
hereof, consolidate or merge into any trust company; .... 


Standards 
Section 46A reads in part: 

. Within thirty days after any meeting at which such merger has been 
voted, articles of amendment setting forth said vote and a certificate of the own- 
ership of all the stock of the corporation with which it has so voted to merge, 
signed and sworn to by the president, treasurer and a majority of the directors 
of the owning corporation, shall be submitted to the commissioner, who shall 
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examine them as in the case of articles of organization, and if he finds that they 
conform to the provisions of law relative to the merger of corporation, he shall 
so certify and endorse his approval thereon... .” [No other standards set 
forth in corporation laws.] 


Miscellaneous 

Section 46 reads : 

“Any office or offices of a bank or trust company the business of which has 
been taken over under section forty-four or forty-four A by such a trust com- 
pany whose,majn office is located in the same county, or any office or offices of 
a national banking association the whole or a substantial part of the assets of 
which is purchased or otherwise acquired by a trust:company so located, may, 
with the approval of the commissioner, be maintained as a branch office or 
offices of such corporation, under such conditions as he may approve.” 


MICHIGAN 


(17 Michigan Statute Annotated, 1957, Secs. 23.857, 23.867) 
Delegation 

Section 23.857 reads in part: 

“Any two [2] or more banks located within this state may, with the approval 
of the commission, consolidate into a single bank which may be any one [1] of 
said consolidating banks. Any one [1] or more banks and trust companies lo- 
eated within this state may, with the approval of the commission, consolidate 
into a single bank which may be any one [1] of the consolidating banks... .” 


Standards 


Section 23.857 reads in part: 
“. .. The approval of the commission shall be based on an examination of 
each of such institutions and of the agreement of consolidation, and no con- 


solidation shall be made to defeat or defraud any of the creditors of any such 
institutions. .. .” 


Miscellaneous 


Section 23.867 reads in part: 

“.. [any consolidated bank resulting from the consolidation of 1 or more 
state banks with 1 or more national banking associations, as provided for in sec 
tion 108 of this act,] and any state bank or national banking association which 
purchases the assets of a state bank [or a national banking association], as 
provided for in section 112 [or 112a] of this act may, with the written permis- 
sion of the commission, establish and opérate as a branch or branches the con- 
solidating trust company, bank or banks or any bank which sells its assets to 
another state bank or national banking association, as provided in section 112 
[or 112a] of this act.” 

MINNESOTA 


(5 Minnesota Statute Annotated, 1946 Secs. 49.36, 49.51) 
Delegation 
Section 49.36 reads: 

“This consolidation agreement and certified copy of the proceedings of the 
meetings of the respective boards of directors, at which the making of the 
agreement was authorized, shall be submitted to the commissioner of banks 
for his approval, and it shall not be effective until so approved by him. He 
shall take action thereon within 20 days after the documents are submitted to 
him, and he shall be entitled to such further information from the consolidated 
corporation as he may request, or as he may obtain upon a hearing directed by 
him.” [See also secs. 49.43 and 49.45.] 


Standards 
No specific standards on bank mergers set forth. 
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MISSISSIPPI 


(4A Mississippi Code 1942, Annotated, Recompiled 1957, Title 21, Sec. 5214) 


Delegation 

Section 5214 reads in part: 

“Any two or more banks may, with the approval of the State Comptroller, 
consolidate into one bank, under the charter of either existing bank, on such 
terms and conditions as may be lawfully agreed upon by a majority of the 
board of directors of each bank proposing to consolidate. .. .” 

Standards 


Section 5214 reads in part: 
. Provided that the capital stock of such consolidated bank shall not be 


less than that required under this Act for the organization of a bank in the 
place in which it is located. .. .” 





MISSOURI 
(18 Vernon’s Annotated Missouri Statute, 1952, Sec. 362.330) 


Delegation 


Section 362.330(3) reads in part: 
“No such sale, purchase, merger or consolidation shall be made without the 
consent of the commissioner of finance.” 


Standards 


Section 362.330(3) (4) reads in part: 

. The commissioner of finance may before granting his consent thereto 
cause an examination to be made of each of the banks or trust companies 
involved, ... 

“The commissioner of finance shall, before granting his consent, require each 
of the banks or trust companies to file certified copies of all proceedings of their 
directors’ and stockholders’ meetings relating to the transaction, showing a full 
compliance with the requirements of this section, and also copies of any agree- 
ment or agreements which may have been entered into between said banks or 
trust companies; .. .” 








MONTANA 
(1 Revised Codes of Montana, 1947, Title 5, Sec. 5-1021) 





Delegation 


Section 5-1021 reads in part: 

“Any two or more banks doing business in this state, may, with the approval 
of the superintendent of banks, in the case of state banks, consolidate, join 
and merge into one bank under, into and with the charter of either existing 
bank hereinafter referred to as the consolidated bank, on such terms and con- 
ditions as may be lawfully agreed upon by a majority of the board of directors 
of each bank proposing to consolidate, and be ratified and confirmed by the 
consent in writing of the shareholders of each such bank owning at least two- 
thirds of its capital stock outstanding; provided, that the capital stock of such 
consolidated bank shall not be less than that required under existing law for 
the organization of a bank of the class of the largest of the banks so consoli- 
dating. . 


Standards 
See above. Section 5—1028 prohibits branch banking. 


NEBRASKA 


(1 Revised Statute Nebraska, 1943, Title 8, Secs. 8-164, 8-165.05) 





Delegation 


Section 8-164 reads: 

“Any bank, which is in good faith winding up its business for the purpose 
of consolidating with some other bank, may transfer its resources and liabilities 
to the bank with which it is in the process of consolidation, but no consolidation 
shall be made without the consent of the Department of Banking, nor shall such 
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consolidation operate to defeat the claim of any creditor or hinder any creditor 
in the collection of his debt against such banks or either of them.” 


Standards 
See above. Section 8-128 requires preliminary statements of banks upon 
organization. 
NEVADA 
(5 Nevada Revised Statute, 1957, Title 55, Ch. 659, 666) 
Delegation * ~* 

Section 666.010 reads : 

“1. Any national bank doing business in this state may merge or consolidate 
with a state bank or incorporate as a state bank as provided in this Title for 
the organization of banks. 

“2. The superintendent of banks may accept good assets of such national bank, 
as their actual cash value, in lieu of cash payments for the stock of such state 
bank.” 

Standards 

Section 659.050(2) reads in part: 

“The superintendent of banks shall thereupon have the same power to examine 
into the conditions and affairs of such bank as if it had been before that time 
engaged in the banking business. If the superintendent of banks is satisfied 
that— 

(a) Such bank has been organized as prescribed by law ; 

“(b) Its capital and surplus is fully paid in cash ; 

“(c) Ithas in all respects complied with the law ; 

““(d) The personnel of its organizers and officers and directors is such 
as to inspire confidence ; 

“(e) The proposed operations will not bring such bank into such competi- 
tion with any similar institution then operating under the provisions of this 
Title, or of any federal charter, as to endanger such institution then operat- 
ing; and , 

“(f) The probable sphere to he served by such bank is not at that time 
adequately served, e 

Miscellaneous 

Section 659.050 appears to be related to Section 666.010 concerning mergers 
because of the reference to the provisions on organization of banks appearing in 
the latter. 

NEW HAMPSHIRE 


(4 New Hampshire Revised Statute, Annotated, 1955, Title XXXV, Ch. 388) 


Delegation 

Section 388:8 reads: 

“Banking institutions which may be united under the preceding subdivi- 
sion may apply by petition to the bank commissioner for authority to contract 
for union under the terms and conditions therein set forth, provided the owners 
of two-thirds of the capital stock, if any, of the respective institutions, otherwise 
two-thirds of the members of the respective corporations, shall have so voted.” 
Standards 

Section 388 :9 reads in part: 

“Upon receipt of such petition the commissioner, after such notice as he 
deems sufficient, shall hear the petitioners, and if after such investigation as he 
deems necessary, he finds that the public convenience and advantage and the 
interest of said institutions, their members, stockholders, and depositors, will 
be promoted by the proposed union, and that it can be made without reducing 
the amount standing to the credit of any depositor as of the effective date of the 


union, and without the apparent necessity of then imposing some restriction on 
the withdrawal of funds by depositors. .. .” 
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NEW JERSEY 
(17 New Jersey Statute, Annotated, 1950, Title 17, Ch. 9A, Art. 21) 


Delegation 


Section 17 :9A-136 reads in part: “A. The merger agreement, executed by all 
the parties thereto, shall be submitted to the commissioner who shall, within 
sixty days from the date of such submission, endorse thereon his approval or 
disapproval. If the commissioner shall disapprove the agreement, he shall 
forthwith file a memorandum in the department stating the reasons for his dis- 
approval, and shall mail a copy of the memorandum to each of the banks which 
is a party to the merger agreement. .. .” 


Standards 


Section 17 : 9A-136 reads in part: 

“ The commissioner shall not withhold his approval unless he shall find 
that the merger agreement contains provisions which do not conform to this act, 
or that the merger will not be in the public interest. 


Miscellaneous 


Section 17 :9A-148 indicates State authorization is not needed for merger into 
a resulting national bank. 
NEw MExIco 


(7 New Mexico Statute, Annotated, 1953, Ch. 48, Art. 13) 
Delegation 

Section 48-13-3 reads: 

“Upon approval by the state bank examiner, banks may be merged to result 
in a state bank or a national bank may convert into a state bank as hereafter 
prescribed, except that the action by a national bank shall be taken in the 
manner prescribed by and shall be subject to limitations and requirements im- 
posed by the law of the United States which shall also govern the rights of its 
dissenting stockholders.” 


Standards 


Section 48-13-4(c) reads in part: 
" The state bank examiner shall approve the agreement if he finds that— 

" (4) The resulting state bank meets the requirements as to the formation 
of a new state bank. 

“(2) The agreement provides an adequate capital structure including 
surplus in relation to the deposit liabilities of the resulting state bank and 
its other activities which are to continue or are to be undertaken. 

“(3) The agreement is fair. 

“(4) The merger is not contrary to the public interest.” 


NEw YORK 


(4 McKinney’s Consolidated Laws of New York Annotated, 1950, (1958 Supp.) 
Secs. 136, 137) 


Delegation 

Section 136(3) reads in part: 
_ “in the case of each merger, a written plan of merger shall be submitted, 
in duplicate, to the superintendent. Such plan shall be in form satisfactory to 


the superintendent and shall er the terms and conditions of the merger 
and the mode of carrying it into effect. 


Standards 

Section 136(2) reads in part: 

“. . . The superintendent shall approve or disapprove such plan of conversion 
within ninety days of such submission therof to him. . . .” 

Section 24 reads in part: 

“1. Within ninety days after the date when any organization certificate or 
private banker’s certificate shall have been filed for examination, the super- 
intendent, if he shall find after investigation and examination of what he deems 
to be the best sources of information at his command .. . that the public con- 


venience and advantage will be promoted by allowing such ‘proposed corporation 
or private banker to engage in business, f 
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Miscellaneous 

Section 136-4 reads in part: 

“... and provided further, however, that nothing in this section shall be 
deemed to authorize the resulting state bank to maintain as its own office any 
office previously maintained by the national banking association, and authority, 
if any, to maintain any such office shall be governed by the provisions of this 
chapter other than this section; .. .” 

Section 137(1) reads: 

“A state bank may, by vote of the stockholders owning at least two-thirds 
in amount of its stock, convert into, or merge or consolidate with, a national 
banking association under the charter of a national banking association in the 
maner provided by federal law and without approval of any state authority.” 


NoRTH CAROLINA 
(2B General Statutes of North Carolina, 1950, (1957 Supp.) Sees. 53-12, 53-17) 


Delegation 

Section 53-12 reads in part: 

“. . . Before such consolidation or transfer shall become effective, each bank 
concerned in such consolidation or transfer shall file, or cause to be filed, with 
with the Commissioner of Banks, certified copies of all proceedings had by its 
directors and stockholders, which said stockholders’ proceedings shall set forth 
that holders of at least two-thirds of the stock voted in the affirmative on the 
proposition of consolidation or transfer. .. .” 

Standards 

Section 53-12 reads in part: 

“. . Upon the filing of such stockholders’ and directors’ proceedings as afore- 
said, the Commissioner of Banks shall cause to be made an examination of each 
bank to determine whether the interests of the depositors, creditors, and stock- 
holders of each bank are protected, and that such consolidation or transfer is 
made for legitimate purposes, and his consent to or rejection of such consolida- 
tion or transfer shall be based upon such examination. No such consolidation 


or transfer shall be made without the consent of the Commissioner of 
Banka. ... ." 


Miscellaneous 


Section 53-16 provides for merger into a resulting national bank without 
State approval. 
NorkTH DAKOTA 


(1 North Dakota Revised Code of 1948, (1953 Supp.), Secs. 60206, 60311, 
6-081: 


« 


Delegation 


Section 6—-0311 reads in part: 

“Any two or more banks or trust companies, with the approval of the state 
examiner, may consolidate or merge into one bank under the charter of either 
existing bank on such terms and conditions as lawfully may be agreed upon by 
a majority of the board of directors of each bank or trust company proposing 
to consolidate or merge ... .” 


Standards 


Section 6-0311 reads in part: 

“|. . The capital stock and surplus of such consolidated bank or trust com- 
pany shall not be less than that required under this title for the organization 
of a bank or trust company of the class of the largest consolidating bank. . . .” 

Section 6-0206 reads in part: 

“At the time and place stated, and through any sources of information at its 
command, the board diligently shall inquire whether the place where such 
banking association is proposed to be located is in need of further banking 
facilities, whether the proposed association is adapted to the filling of such 
need, and whether the proposed incorporators are possessed of such character, 
integrity, reputation, and financial standing as shown by a detailed financial 
statement to be furnished by them, that their connection with the banking asso- 
ciation will be beneficial to the public welfare of the community in which such 
bank is proposed to be established. The board shall hear any reasons advanced 
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by the applicants why they should be permitted to organize the proposed asso- 
ciation, and any reasons advanced by any person why any such association 
should not be permitted to be organized .... 


OHIO 


(Page’s Ohio Revised Code Annotated, 1954, (1957 Supp.) Sections 1103-37, 
1103-39 ) 


Delegation 


Section 1103.37 (D) reads in part 

“Within fifteen days after the filing of the agreement and other proceedings 
required by divisions (B) and (C) of this section, the superintendent shall 
approve such consolidation or transfer if the resulting bank meets the require- 
ments of state law for the formation of a new state bank; if the agreement 
is fair to the stockholders, depositors, and creditors of each bank; and if the 
consolidation or transfer is for a legitimate purpose ... .” 


Standards 
See above. 
Miscellaneous 


Section 1103.37(B) reads in part: 

“Without the approval of any authority of this state and in the manner pro- 
vided by the laws of the United States, a national banking association located 
in this state and a bank organized under the laws of this state may consolidate 
with each other, .. .” 

OKLAHOMA 


(Oklahoma Statutes Annotated, 1951, (1958 Supp.), Title 6, Ch. 2 


Delegation 
No approval of State supervisory authority needed. Section 58.2 reads in 


If, within ninety (90) days from the date of consummation of the 
conversion, merger, or consolidation, for any reason one (1) or more of the 
appraisers is not selected as herein provided, or the appraisers fail to determine 
the value of such shares, the Bank Commissioner shall upon written request of 
any interested party, cause an appraisal to be made, which shall be final and 
binding on all parties. The expenses of the Bank Commissioner in making the 
reappraisal, or the appraisal as the case may be, shall be paid by the resulting 
State bank. The plan of conversion, merger, or consolidation shall provide the 
manner of disposing of the shares of the resulting State bank not taken by 
the dissenting shareholders of the State bank.” 

Section 58.3 reads: 

“No conversion, consolidation or merger shall be had in contravention of 
Federal law and the national bank involved in such conversion, merger or 
consolidation shall observe all applicable Federal laws and regulations and its 
dissenting shareholders shall have all rights and privileges provided by Federal 
laws and regulations.” 


Standards 
None. 
OREGON 
(Oregon Revised Statutes, 1958, Ch. 711, Sections 711.005, 711.060) 


Delegation 

Section 711.020(3) reads in part: 

“Within 30 days after receipt by the Superintendent of Banks of the papers 
specified in subsection (1) of this section, the Superintendent of Banks shall 
approve or disapprove the merger agreement. . . .” 

Standards 
Sec tion 711.020(3) reads in part 


. The Superintendent of Banks shall approve the agreement if he finds 
that: 


“(a) The resulting state bank meets the requirements of state law as to 
the formation of a new state bank. 


38251—59—__14 
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“(b) The agreement provides an adequate capital structure including 
surplus in relation to the deposit liabilities of the resulting state bank and 
its other activities which are to continue or are to be undertaken. 

“(e) The agreement is fair. 

“(d) The merger is not contrary to the public interest.” 


PENNSYLVANIA 


(Purdon’s Pa. Statutes Annotated, 1939, (1958 Supp.), Title 7, Sections 819-1402, 
819-1423) 
Delegation 

Section 819-1405 reads in part: 

“In addition to any bonus, fees, taxes, and charges provided by law in the case 
of any corporation, an incorporated institution shall pay to the Department 
of State such reasonable fees, as shall be established by rule and regulation by 
the Department of Banking for the investigation made by the Department of 
Banking, pursuant to the provisions of this act, to determine whether the 
articles of merger or articles of consolidation, as the case may be, should be 
approved. 


Standards 

Section 819-1406 A reads in part: 

“Except as otherwise provided in this act, the Department of Banking shall, 
immediately upon the receipt from the Department of State of the articles of 
merger or articles of consolidation, conduct such examination as it may deem 
necessary to ascertain from the best sources Of information at its command: 

* a * ~ * * * * 


(6) Whether, on the basis of (i) the financial history and condition of the 
institution or institutions or national banking association or associations in- 
volved, (ii) their prospects, (iii) the character of their management, and (iv) 
the convenience, needs and welfare of the communities and area affected, such 
merger or consolidation would be consistent with areguate and sound banking 
and the public interest.” 

RHODE ISLAND 


(4 General Laws of Rhode Island, 1956, Title 19) 


There is no specific statute controlling or regulating bank mergers or con- 
solidations. However, a bank merger might require an amendment in a bank’s 
charter which must be approved by the board of bank incorporation under 
section 19—-1-12. , 

SoutH CAROLINA 


(1 Code of Laws, South Carolina, 1952, Title 8, Art. 2) 
Delegation 

Section 8-125 reads: 

“Any bank or trust company incorporated under the laws of this State may be 
merged or consolidated with any national banking association under the charter 
of such national banking association or under a new charter issued as may be 
lawfully agreed upon or may be merged with or consolidated with any other bank 
or trust company organized under the laws of this State; provided, that the 
laws of this State governing the consolidation of state banks and trust com- 
panies shall first be complied with as to the consolidation of such bank or trust 
company.” 

Section 8-126 reads in part: 

“When such consolidation shall have been effected and approved as provided 
by law, all the rights, franchises and interests of such bank or trust company 
so consolidated with the national banking association or state bank or trust 
company in and to every species of property, real, personal and mixed, and choses 
in action thereto belonging shall be deemed to be transferred to and vested in 
such national banking association or in such state bank or trust company into 
which it is consolidated, .. .” 


Standards 


Section 8-126 reads in part: 
- In case of such consolidation the rights of creditors of such bank or 
trust company shall be preserved unimpaired and all lawful debts and liabili- 
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ties of such bank or trust company shall be deemed to have been assumed by 
such consolidated national banking association or such consolidated state bank or 
trust company.” 


Miscellaneous 


While section 8-126 seems to state a merger must be “approved as provided 
by law,” the statute does not clearly set this out nor does it indicate whose 
approval must be sought. 

SoutH DaKkoTA 


(South Dakota Code of 1939, Title 6, Sec. 6.0404) 






Delegation 
Section 6.0404 reads: 



























“A bank may consolidate with some other bank in the same city or town by 
; transferring its resources and liabilities to such bank, but no such consolidation 
, shall be made or become effective without first giving due notice in writing of 
> such intention to the Superintendent, and not then until a thorough examination 
> has been made under his direction and a report thereeof furnished to the Com- 

mission, and their consent in writing given thereto.” 

Standards 

See above. 

TENNESSEE 
‘ (8 Tennessee Code Annotated, 1955, Title 45, Ch. 6) 
: Delegation 

Section 45-601 reads in part: 

e “Any two (2) or more corporations chartered under the laws of the state of 

- Tennessee, and located in the same county of the state (meaning thereby the 

) principal office or place of business of such corporation without regard to the 

h location of any branch or branches of said corporation) conducting a general 

8 banking, and/or trust business, may consolidate or merge into a single corpora- 
tion. . . . provided further, however, that a written application must be filed by 
the banks desiring to consolidate or merge with the superintendent of banks, 
stating the facts in regard thereto, and accompanied by an executed or certified 
copy of the agreement between said banks, . . .” 

» Standards 

a Section 45-601 reads in part: 

“.. . and the said superintendent of banks must examine into the proceedings 
to consolidate or merge said banks and must issue his certificate in triplicate 
certifying that the consolidation or merger has been in pursuance of the require- 
ments of law; . . . The superintendent of banks shall isssue his certificate if the 
requirements of law have been complied with for such consolidation or merger, 
but shall refuse to issue his certificate unless the requirements of law have been 

be complied with.” 
er Section 45-602 reads: by Dhue 
be “No certificate shall be issued unless all liabilities of the constituent corpora- 
nk tions are assumed by the consolidated or merged corporation or are paid or pay- 
he ment is satisfactorily arranged, and unless the net assets of the consolidated or 
m- merged corporation exceed the amount of the liabilities assumed by it to at least 
ast the extent of the amount with which the consolidated or merged corporation 
proposes to begin business by way of paid-in capital and surplus or other assets, 
and the superintendent of banks is expressly authorized prior to the issuance 
ed of any certificate to make such examination and appraisals as he may deem 
ny proper to ascertain the value of the assets with which the consolidated or merged 
ast corporation will begin business and the amount of liabilities for which it will be 
308 obligated at the time of beginning business.” 
= TEXAS 
(1 Vernon’s Texas Civil Statutes, 1947, Title 16, Art. 342-808) 
Delegation 
or Article 342-308 reads in part: 
ili- “Any two or more state banks, or if national banks are hereafter authorized 


by the laws of the United States to participate in such a merger, any one or 
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more state banks and one or more national banks domiciled in this State may, 
with the approval of the Commissioner and the written consent of the owners 
of record of two-thirds of the capital of each of said banks, be merged. .. .” 


Standards 

Article 342-308 reads in part: 

“The Banking Commissioner shall thereupon investigate the condition of the 
merging banks and if he finds that the state bank which will result from the 
merger (hereafter called the ‘resulting bank’) will be solvent and its capital 
unimpaired ; that it will have adequate capital structure; that such merger is 
to the best int@rest of the depositors, creditors and stockholders of the merging 
banks and of the public in general; that the distribution of the stock of the 
resulting bank is to be upon an equitable basis: and that the resulting bank has 
in all respects complied with the laws of this State relative to the incorporation 
of State banks, he may approve Such merger, . r 


UTAH 


(1 Utah Code Annotated, 1953, Title 7, Ch. 6) 
Delegation 

Section 7—-6-4A. and B. read: 

“After approval by the board of directors of each constituent bank, the merger 
agreement shall be submitted to the state bank commissioner for approval, 
together with certified copies of the authorizing resolutions of the several 
boards of directors showing approval by a majority of the entire board and 
evidence of proper action by the board of directors of any constituent national 
bank. 5 

“Without approval by the state bank commissioner no asset shall be carried 
on the books of the resulting bank at a valuation higher than that on the books 
of the constituent bank at the time of the last examination by a state or national 
bank examiner before the effective date of the merger.” 

Standards 

Section 7-6-4C. reads: 

“Within thirty days after receipt by the state bank commissioner of the 
papers specified in subsection A, the state bank commissioner shall approve or 
disapprove the merger agreement. The state bank commissioner shall approve 
the agreement if it appears that— 

(1) the resulting state bank meets all the requirements of state law as 
to the formation of a hew state bank. 

(2) the agreement provides an adequate capital structure including sur- 
plus in relation to the deposit liabilities of the resulting state bank and its 
other activities which are to continue or are to be undertaken. 

“(3) the agreement is fair. 

“(4) the merger is not contrary to the public interest. If the state bank 
commissioner disapproves an agreement, he shall state his objections and 
give an opportunity to the constituent banks to amend the merger agreement 
to obviate such objections.” 


Sections 1 and 2 of the Sherman Antitrust Act and section 7 of the 
Clayton Act were ordered inserted in the record, see page 124. 


SECTIONS 1 AND 2 OF SHERMAN ANTITRUST ACT OF 1890 
(15 U.S. Code, 1952 Ed. Supp. V, secs. 1 and 2) 


Sec. 1. Trusts, etc., in restraint of trade illegal; exception of resale price agree- 
ments ; penalty. 

Every contract, combination in the form of trust or otherwise, or conspiracy, 
in restraint of trade or commerce among the several States, or with foreign 
nations, is declared to be illegal: Provided, That nothing contained in sections 
1-7 of this title shall render illegal, contracts or agreements prescribing mini- 
mum prices for the resale of a commodity which bears, or the label or container 
of which bears, the trademark, brand, or name of the producer or distributor 
of such commodity and which is in free and open competition with commodities 
of the same general class produced or distributed by others, when contracts 
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or agreements of that description are lawful as applied to intrastate transactions, 
under any statute, law, or public policy now or hereafter in effect in any State, 
Territory, or the District of Columbia in which such resale is to be made, or 
to which the commodity is to be transported for such resale, and the making of 
such contracts or agreements shall not be an unfair method of competition under 
section 45 of this title: Provided further, That the preceding proviso shall not 
make lawful any contract or agreement, providing for the establishment or 
maintenance of minimum resale prices on any commodity herein involved, 
between manufacturers, or between producers, or between wholesalers, or between 
brokers, or between factors, or between retailers, or between persons, firms, or 
corporations in competition with each other. Every person who shall make 
any contract or engage in any combination or conspiracy declared by sections 
1-7 of this title to be illegal shall be deemed guilty of a misdemeanor, and, on 
conviction thereof, shall be punished by fine not exceeding fifty thousand dollars, 
or by imprisonment not exceeding one year, or by both said punishments, in the 
discretion of the court. (As amended July 7, 1955, ch. 281, 69 Stat. 282.) 


» 


Sec. 2. Monopolizing trade a misdemeanor ; penalty. 

Every person who shall monopolize, or attempt to monopolize, or combine or 
conspire with any other person or persons, to monopolize any part of the trade 
or commerce among the several States, or with foreign nations, shall be deemed 
guilty of a misdemeanor, and, on conviction thereof, shall be punished by fine 
not exceeding fifty thousand dollars, or by imprisonment not exceeding one year, 
or by both said punishments, in the discretion of the court. (As amended July 
7, 1955, ch. 281, 69 Stat. 282. ) 


SECTION 7 OF THE CLAYTON AcT 
(15 U.S. Code, 1952 Ed. sec. 18) 


Sec. 18. Acquisition by one corporation of stock of another. 

No corporation engaged in commerce shall acquire, directly or indirectly, the 
whole or any part of the stock or other share capital and no corporation subject 
to the jurisdiction of the Federal Trade Commission shall acquire the whole or 
any part of the assets of another corporation engaged also in commerce, where 
in any line of commerce in any section of the country, the effect of such acquisi- 
tion may be substantially to lessen competition, or to tend to create a monopoly. 

No corporation shall acquire, directly or indirectly, the whole or any part 
of the stock or other share capital and no corporation subject to the jurisdiction 
of the Federal Trade Commission shall acquire the whole or any part of the 
assets of one or more corporations engaged in Commerce, where in any line of 
commerce in any section of the country, the effect of such acquisition, of such 
stocks or assets, or of the use of such stock by the voting or granting of proxies 
or otherwise, may be substantially to lessen competition, or to tend to create 
a monopoly. 

This section shall not apply to corporations purchasing such stock solely for 
investment and not using the same by voting or otherwise to bring about, or in 
attempting to bring about, the substantial lessening of competition. Nor shall 
anything contained in this section prevent a corporation engaged in commerce 
from causing the formation of subsidiary corporations for the actual carrying 
on of their immediate lawful business, or the natural and legitimate branches 
or extensions thereof. or from owning and holding all or a part of the stock 
of such subsidiary corporations, when the effect of such formation is not to 
substantially lessen competition. 

Nor shall anything herein contained be construed to prohibit any common 
earrier subject to the laws to regulate commerce from aiding in the construction 
of branches or short lines so located as to become feeders to the main line of the 
company so aiding in such construction or from acquiring or owning all or any 
part of the stock of such branch lines, nor to prevent any such common carrier 
from acquiring and owning all or any part of the stock of a branch or short line 
constructed by an independent company where there is no substantial compe- 
tition between the company owning the branch line so constructed and the com- 
pany owning the main line acquiring the property or an interest therein, nor to 
prevent such common carrier from extending any of its lines through the medium 
of the acquisition of stock or otherwise of any other common carrier where 
there is no substantial competition between the company extending its lines and 
the company whose stock, property, or an interest therein is so acquired. 
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Nothing contained in this section shall be held to affect or impair any right 
heretofore legally acquired: Provided, That nothing in this section shall be 
held or construed to authorize or make lawful anything heretofore prohibited 
or made illegal by the antitrust laws, nor to exempt any person from the penal 
provisions thereof or the civil remedies therein provided. 

Nothing contained in this section shall apply to transactions duly consummated 
pursuant to authority given by the Civil Aeronautics Board, Federal Communi- 
eations Commission, Federal Power Commission, Interstate Commerce Com- 
mission, the Securities and Exchange Commission in the exercise of its juris- 
diction under section 79 of this title, the United States Maritime Commission, or 
the Secretary of Agriculture under any statutory provision vesting such power 
in such Commission, Secretary, or Board. (Oct. 15, 1914, ch. 3238, sec. 7, 38 
Stat. 731; Dec. 29, 1950, 12 :50 a.m., ch. 1184, 64 Stat. 1125.) 


The following opinions were ordered inserted in the record. Ref- 
erence will be found on page 124. 


INTERNATIONAL SHOE COMPANY Vv. FEDERAL TRADE COMMISSION (280 U.S. 291) 
CERTIORARI TO THE CIRCUIT COURT OF APPEALS FOR THE FIRST CIRCUIT 


No. 42. Argued December 2, 3, 1929.—Decided January 6, 1930. 


Section 7 of the Clayton Act forbids one corporation to acquire stock of another 
corporation (both being engaged in interstate commerce), where the effect 
of such acquisition may be to substantially’ lessen competition between them 
or to restrain such commerce in any section or community, and declares that 
it shall not apply to corporations purchasing such stock solely for invest- 
ment and not using the same to bring about the substantial lessening of 
competition. Held: 

(1) In a suit to enforce an order of the Federal Trade Commission requiring 
one corporation to divest itself of the stock of another alleged to have 
been acquired by the former in violation of this section, findings of the 
Commission that substantial competition existed between the two corpora- 
tions at the time of such acquisition and that the effect of such acquisition 
was substantially to lessen such competition and to restrain interstate 
commerce, cannot be accepted if not supported by the evidence. _P. 297. 

{292] (2) The section forbids only such stock acquisitions as probably will 
result in lessening competition to a substantial degree, i.e., to such a degree 
as will injuriously affect the public, and is inapplicable where there was no 
preexisting substantial competition to be affected. P. 297. 

(3) In the present case, it is plain that the products of the two shoe-manu- 
facturing companies in question, because of the difference in appearance 
and workmanship, appealed to the tastes of entirely different classes of 
consumers; that while a portion of the product of each company went into 
the same States, in the main the product of each was in fact sold to a 
different class of dealers and found its way into distinctly separate markets, 
so that, in respect of 95 percent of the business, there was no competition 
in fact and no contest, or observed tendency to contest, in the market for 
the same purchasers; and when this is eliminated, what remains is of such 
slight consequence as to deprive the finding that there was any substantial 
competition between the two corporations of any real support in the 
evidence. Pp. 296, 298. 

(4) The existence of competition is a fact to be disclosed by observation rather 
than by the processes of logic; and the testimony of the officers of the 
corporation proceeded against that there was no real competition between 
it and the other in respect of the products in question, is to be weighed 
like other testimony to matters of fact, and, in the absence of contrary 
testimony or reason for doubting the accuracy of observation or the credi- 
bility of the witnesses, should be accepted. P. 299. 

(5) In the case of a corporation with resources so depleted, and the prospect 
of rehabilitation so remote, that it faces the grave probability of a busi- 
ness failure with resulting loss to its stockholders and injury to the com- 
munities where its plants are operated, the purchase of its capital stock 
by a competitor (there being no other propective purchaser), not with a 
purpose to lessen competition, but to facilitate the accumulated business 
of the purchaser and with the effect of mitigating seriously injurious con- 
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sequences otherwise probable, is not in contemplation of law prejudicial to 
the public and does not substantially lessen competition or restrain com- 
merce within the intent of the Clayton Act. P. 301. 

29 F. (2d) 518, reversed. 

CERTIORARI, 279 U.S. 832, to review a judgment of the Circuit Court of Appeals 
reaffirming on appeal an order of the Federal Trade Commission. 

[293] Mr. Charles Nagel, with whom Messrs. Frank Y. Gladney, R. HE. Blake, 
and J. D. Williamson were on the brief, for petitioner. 

Assistant to the Attorney General O’Brian, with whom Solicitor General 
Hughes and Messrs. Charles H. Weston, Special Assistant to the Attorney Gen- 
eral, Robert E. Healy, Chief Counsel, Federal Trade Commission, and Baldwin 
B. Bane, Special Attorney, were on the brief, for respondent. 

Mr. JUSTICE SUTHERLAND delivered the opinion of the Court. 

This was a proceeding instituted by complaint of the Federal Trade Commis- 
sion against petitioner charging a violation of § 7 of the Clayton Act, ec. 323, 38 
Stat. 730, 731 (U.S.C., Title 15, § 18), which provides: 

“No corporation engaged in commerce shall acquire, directly or indirectly, the 
whole or any part of the stock or other share capital of another corporation 
engaged also in commerce, where the effect of such acquisition may be to sub- 
stantially lessen competition between the corporation whose stock is so acquired 
and the corporation making the acquisition, or to restrain such commerce in any 
section or community, or tend to create a monopoly of any line of commerce. 


. * * * * « BS 


“This section shall not apply to corporations purchasing such stock solely for 
investment and not using the same by voting or otherwise to bring about, or in 
attempting to bring about, the substantial lessening of competition.” 

The complaint charges that in May 1921, while petitioner and the W. H. 
McElwain Company were engaged in commerce in competition with each other, 
petitioner acquired all, or substantially all, of the capital stock of the McElwain 
Company and still owns and controls the [294] same; that the effect of such 
acquisition was to substantially lessen competition between the two companies; 
to restrain commerce in the shoe business in the localities where both were en- 
gaged in business in interstate commerce; and to tend to create a monopoly in 
interstate commerce in such business. The last named charge has not been 
pressed and may be put aside. Upon a hearing before the commission evidence 
was introduced from which the commission found, (a) that the capital stock 
of the McElwain Company had been acquired by the petitioner at the time 
charged in the complaint, (b) that the two companies were at the time in 
substantial competition with one another, and (c) that the effect of the acqui- 
sition was to substantially lessen competition between them and to restrain com- 
merce. Thereupon the commision put down an order directing petitioner to 
divest itself of all capital stock of the McElwain Company then held or owned, 
directly or indirectly, by petitioner, and to cease and desist from the ownership, 
operation, management and control of all assets acquired from the McElwain 
Company subsequent to the acquisition of the capital stock, ete., and to divest 
itself of all such assets, ete. Upon appeal by petitioner to the court below the 
order of the commission was affirmed. 29 Fed. (2d) 518. 

The principal grounds upon which the order here is assailed are (1) that there 
never was substantial competition between the two corporations, and, therefore, 
no foundation for the charge of substantial lessening of competition; (2) that 
at the time of the acquisition the financial condition of the McElwain Company 
was such as to necessitate liquidation or sale, and, therefore, the prospect for 
future competition or restraint was entirely eliminated. Since, in our opinion, 
these grounds are determinative, we find it unnecessary to consider the challenge 
to the sufficiency of the complaint and other contentions. 

[295] First. Prior to the acquisition of the capital stock in question the In- 
ternational Shoe Company was engaged in manufacturing leather shoes of vari- 
ous kinds. It had a large number of tanneries and factories and sales houses 
located in several states. Its business was extensive, and its products were 
shipped and sold to purchasers practically throughout the United States. The 
McElwain Company, a Massachusetts corporation with its principal office in 
Boston, also manufactured shoes and sold and distributed them in several 
states of the Union. Principally, it made and sold dress shoes for men and boys. 
The International made and sold a line of men’s dress shoes of various styles, 
which, although comparable in price, and to some degree in quality, with the 
men’s dress shoes produced by the McElwain Company, differed from them in 
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important particulars. Such competition as there was between the two com- 
panies related alone to men’s dress shoes. 

The findings of the commission that this competition between the two coim- 
panies was substantial and, by the acquisition of the stock of the McElwain 
Company, had been substantially lessened, the Court of Appeals affirmed, hold- 
ing that they were fully supported by the evidence. Upon a careful review of 
the record we think the evidence requires a contrary conclusion. 

It is true that both companies were engaged in selling dress shoes to cus- 
tomers for resale within the limits of several of the same states; but the markets 
reached by the two companies within these states, with slight exceptions here- 
. after mentioned, were not the same. Certain substitutes for leather were used 
te some extent in the making of the McElwain dress shoes; and they were 
better finished, more attractive and modern in appearance, and appealed es- 
pecially to city trade. The dress shoes of the International were made wholly 
of leather and were of a better wearing quality: but among the [296] retailers 
who catered to city or fashionable wear, the McElwain shoes were preferred. 
The trade policies of the two companies so differed that the McElwain Com- 
pany generally secured the trade of wholesalers and large retailers: while the 
International obtained the trade of dealers in the small communities. When 
requested, the McElwain Company stamped the name of the customer (that is 
the dealer) upon the shoes, which the International refused to do; and this op- 
erated to aid the former company to get, as generally it did get, the trade of the 
retailers in the larger cities. As an important result of the foregoing circum- 
stances, witnesses estimated that about 95 percent. of the McElwain sales were 
in towns and cities having a population of 10,000 or over; while about 95 percent. 
of the sales of the International were in towns having a population of 6,000 or 
less. The bulk. of the trade of each company was in different sections of the 
country, that of the McElwain Company being north of the Ohio River and east 
of the State of Illinois, while that of the International was in the south and 
west. An analysis of the sales of the International for the twelve months pre- 
ceding the acquisition of the McElwain capital stock, discloses that in 42 states 
no men’s dress shoes were sold to customers of the McElwain Company: and 
that in the remaining six states during the same period a total of only 52-5/12 
dozen pairs of such shoes had been sold to sixteen retailers and three whole- 
salers who were also customers of the McElwain Company. This amounted to 
less than one-fourth of the production of dress shoes by the International for 
a single day, the daily production being about 250 dozen pairs. 

It is plain from the foregoing that the product of the two companies here in 
question, because of the difference in appearance and workmanship, appealed to 
the tastes of entirely different classes of consumers; that while a [297] portion 
of the product of both companies went into the same states, in the main the 
product of each was in fact sold to a different class of dealers and found its 
way into distinctly separate markets. Thus it appears that in respect of 95 
percent. of the business there was no competition in fact and no contest, or 
observed tendency to contest, in the market for the same purchasers; and it is 
manifest that, when this is eliminated, what remains is of such slight conse- 
quence as to deprive the finding that there was substantial competition between 
the two corporations, of any real support in the evidence. The rule to be fol- 
lowed is stated in Federal Trade Comm'n v. Curtis Co., 260 U.S. 568, 580: 

“Manifestly, the court must inquire whether the Commission’s findings of fact 
are supported by evidence. If so supported, they are conclusive. But as the 
statute grants jurisdiction to make and enter, upon the pleadings, testimony and 
proceedings, a decree affirming, modifying or setting aside an order, the court 
must also have power to examine the whole record and ascertain for itself the 
issues presented and whether there are material facts not reported by the Com- 
mission. If there be substantial evidence relating to such facts from which dif- 
ferent conclusions reasonably may be drawn, the matter may be and ordinarily, 
we think, should be remanded to the Commission—the primary factfinding 
body—with direction to make additional findings, but if from all the circum- 
stances it clearly appears that in the interest of justice the controversy should 
be decided without further delay the court has full power under the statute so 
to do. The language of the statute is broad and confers power of review not 
found in the Interstate Commerce Act.” 

Section 7 of the Clayton Act, as its terms and the nature of the remedy pre- 
seribed plainly suggest, was intended for the protection of the public against the 
evils [298] which were supposed to flow from the undue lessening of competi- 
tion. In Standard Oil Co. v. Federal Trade Commission, 282 Fed. 81, 87, the 
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Court of Appeals for the Third Circuit applied the test to the Clayton Act which 
had theretofore been held applicable to the Sherman Act, namely, that the stand- 
ard of legality was the absence or presence of prejudice to the public interest 
by unduly restricting competition or unduly obstructing the due course of trade. 
In Federal Trade Comm'n vy. Sinclair Co., 261 U.S. 468, 476, referring to the 
Clayton Act and the Federal Trade Commission Act, this Court said: 

“The great purpose of both statutes was to advance the public interest by 
securing fair opportunity for the play of the contending forces ordinarily engen- 
dered by an honest desire for gain.” 

Mere acquisition by one corporation of the stock of a competitor, even though 
it result in some lessening of competition, is not forbidden; the act deals only 
with such acquisitions as probably will result in lessening competition to a sub- 
stantial degree, Standard Fashion Co. v. Magrane-Houston Co., 258 U.S. 346, 357 ; 
that is to say, to such a degree as will injuriously affect the public. Obviously, 
such acquisition will not produce the forbidden result if there be no pre-existing 
substantial competition to be affected; for the public interest is not concerned 
in the lessening of competition, which, to begin with, is itself without real sub- 
stance. To hold that the 95 percent of the McElwain product, sold in the large 
centers of population to meet a distinct demand for that particular product, 
was sold in competition with the 95 percent of the International product, sold in 
the rural sections and the small towns to meet a wholly different demand, is to 
apply the word “competition” in a highly deceptive sense. And if it be conceded 
that the entire remaining five percent of each company’s product (although 
clearly it was materially less than that) was sold [299] in competitive markets, 
it is hard to see in this, competition of such substance as to fall within the 
serious purposes of the Clayton Act. Compare Industrial Ass'n v. United States, 
268 U.S. 64, S84. 

In addition to the circumstances already cited, the officers of the International 
testified categorically that there was in fact no substantial competition between 
the companies in respect of these shoes, but that at most competition was inci- 
dental and so impreceptible that it could not be located. The existence of com- 
petition is a fact disclosed by observation rather than by the processes of logic; 
and when these officers, skilled in the business which they have carried on, 
assert that there was no real competition in respect of the particular product, 
their testimony is to be weighed like that in respect of other matters of fact. 
And since there is no testimony to the contrary and no reason appears for doubt- 
ing the accuracy of observation or credibility of the witnesses, their statements 
should be accepted. 

It follows that the conclusion of the commission and the court below to the 
effect that the acquisition of the capital stock in question would probably result 
in a substantial lessening of competition must fail for lack of a necessary basis 
upon which to rest. 

Second. Beginning in 1920 there was a marked falling off in prices and sales 
of shoes, as there was in other commodities; and, because of excessive com- 
mitments which the McElwain Company had made for the purchase of hides as 
well as the possession of large stocks of shoes and an inability to meet its in- 
debtedness for large sums of borrowed money, the financial condition of the 
company became such that its officers, after long and careful consideration of the 
situation, concluded that the company was faced with financial ruin, and that the 
only alternatives presented were liquidation through a receiver or an outright 
sale. New orders were not coming in; losses {300] during 1920 amounted to 
over $6,000,000: a surplus in May, 1920, of about $4,000,000 not only was ex- 
hausted, but within a vear had been turned into a deficit of $4,382,136.70. In 
the spring of 1921 the company owed approximately $15,000,000 to some 60 or 70 
banks and trust companies, and, in addition, nearly $2,000,000 on current account. 
Its factories, which had a capacity of 38,000 to 40,000 pairs of shoes per day, in 
1921 were producing only 6,000 or 7.000 pairs. An examination of its balance 
sheets and statements and the testimony of its officers and others conversant 
with the situation. clearly shows that the company had reached the point where 
it could no longer pay its debts as they became due. In the face of these adverse 
circumstances it became necessary, under the laws of Massachusetts, to make up 
its annual financial statement, which, when filed, would disclose a condition of 
insolvency, as that term is defined by the statute and decisions of the State, 
General Laws 1921, c. 106, §65 (3): Holbrook v. International Trust Co. 220 
Mass. 150, 155; Steele v. Commissioner of Banks, 240 Mass. 394, 397, and thus 
bring the company to the point of involuntary liquidation. In this situation, 
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dividends on second preferred and common stock were discontinued and the first 
preferred stockholders were notified that the company was confronted with the 
necessity of discontinuing dividends on that class of stock as well. 

The condition of the International Company, on the contrary, notwithstand- 
ing these adverse conditions in the shoe trade generally, was excellent. That 
company had so conducted its affairs that its surplus stock was not excessive, 
and it was able to reduce prices. Instead of a decrease, it had an increase of 
business of about 25 percent, in the number of shoes made and sold. During 
the early months of 1921, orders exceeded the ability of the company to pro- 
duce, so that approximately one-third of [301] them were necessarily canceled. 

- In this situation, with demands for its products so much in excess of its ability 
to fill them, the International was approached by officers of the McElwain 
Company with a view to a sale of its property. After some negotiation, the 
purchase was agreed upon. The transaction took the form of a sale of the 
stock instead of the assets, not, as the evidence clearly establishes, because of 
any desire or intention to thereby affect competition, but because by that means 
the personnel and organization of the McElwain factories could be retained, 
which, for reasons that seem satisfactory, was regarded as vitally important. 
It is perfectly plain from all the evidence that the controlling purpose of the 
International in making the purchase in question was to secure additional fac- 
tories, which it could not itself build with sufficient speed to meet the pressing 
requirements of its business. 

Shortly stated, the evidence establishes the case of a corporation in failing cir- 
cumstances, the recovery of which to a normal condition was, to say the least, in 
gravest doubt, selling its capital to the only available purchaser in order to 
avoid what its officers fairly concluded was a more disastrous fate. It was 
suggested by the court below, and also here in argument, that instead of an 
outright sale, any one of several alternatives might have been adopted which 
would have saved the property and preserved competition; but, as it seems to 
us, all of these may be dismissed as lying wholly within the realm of specula- 
tion. The company might, as suggested, have obtained further financial help 
from the banks, with a resulting increased load of indebtedness which the com- 
pany might have carried and finally paid, or, on the other hand, by the addition 
of which, it might more certainly have been crushed. As to that, one guess is 
as good as the other. It might have availed itself of a receivership, [302] but 
no one is wise enough to predict with any degree of certainly whether such a 
course would have meant ultimate recovery or final and complete collapse. If 
it had proceeded, or been proceeded against, under the Bankruptcy Act, holders 
of the preferred stock might have paid or assumed the debts and gone forward 
with the business; or they might have considered it more prudent to accept 
whatever could be salvaged from the wreck and abandon the enterprise as a bad 
risk. 

As between these and all other alternatives, and the alternative of a sale such 
as was made, the officers, stockholders and creditors, thoroughly familiar with 
the factors of a critical situation and more able than commission or court to 
foresee future contingencies, after much consideration, felt compelled to choose 
the latter alternative. There is no reason to doubt that in so doing they exer- 
cised a judgment which was both honest and well informed; and if aid be 
needed to fortify their conclusion, it may be found in the familiar presumption 
of rightfulness which attaches to human conduct in general. Bank of the U.S. 
v. Dandridge, 12 Wheat. 64, 69. Aside from these considerations, the soundness 
of the conclusion which they reached finds ample confirmation in the facts 
already discussed and others disclosed by the record. 

In the light of the case thus disclosed of a corporation with resources so de- 
pleted and the prospect of rehabilitation so remote that it faced the grave 
probability of a business failure with resulting loss to its stockholders and injury 
to the communities where its plants were operated, we hold that the purchase of 
its capital stock by a competitor (there being no other prospective purchaser), 
not with a purpose to lessen competition, but to facilitate the accumulated busi- 
ness of the purchaser and with the effect of mitigating seriously injurious conse- 
quences otherwise probable, is not in contemplation of law prejudicial to the 
public and does not substantially [303] lessen competition or restrain commerce 
within the intent of the Clayton Act. To regard such a transaction as a viola- 
tion of law, as this Court suggested in United States v. U.S. Steel Corp., 251 U.S. 
417, 446-447, would “seem a distempered view of purchase and result.” See also 
American Press Ass’n v. United States, 245 Fed. 91, 93-94. 
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For the reasons appearing under each of the two foregoing heads of this opin- 

ion, the judgment below must be 
Reversed. 

Mr. JUSTICE STONE, dissenting. 

That the facts found by the Commission are a violation of § 7 of the Clayton 
Act is not questioned. Under §11, 38 Stat. 7380, (U.S.C. Title 15, § 21), the 
findings of the Commission “if supported by testimony” and the inferences which 
it may reasonably draw from the facts proved or admitted, are conclusive upon 
us. See Federal Trade Commission v. Pacific Paper Ass’n, 273 U.S. 52. Con- 
gress has thus forbidden the substitution of the judgment of courts for that of 
the Commission where it is founded upon evidence. Conforming to this require- 
ment I cannot say that its conclusions here lack the prescribed support. Even 
without such statutory limitation this Court will not set aside the findings of an 
administrative board or commision, upheld, as in the present case, by the review- 
ing court below, unless the record establishes that clear and unmistakable error 
has been committed. Cincinnati, éc. Ry. Co. v. Interstate Commerce Comm., 
206 US. 142, 154; Cincinnati, N.O. & T. Ry. v. Interstate Commerce Comm., 162 
U.S. 184, 194; JIlinois Central R. Co. v. Interstate Commerce Comm., 206 U.S. 
441, 466. 

The opinion of the Court and the general testimony of petitioner’s officers of 
their conclusions that there was no competition between the two corporations (see 
United [804] States v. Trenton Potteries Co., 273 U.S. 392) seem to proceed on 
the assumption that manufacturers, each engaged in marketing a product com- 
parable in price and adapted to the satisfaction of the same need, do not compete 
if they do not sell to the same distributors. 

Without stating it in detail, there appears to me to be abundant evidence that 
the competitive products, made by two of the largest shoe manufacturers in the 
world, reached the same local communities through different agencies of distribu- 
tion; the one, of petitioner, through sales directly to retailers throughout the 
United States, the other, of the McElwain Company, through sales in thirty-eight 
states, chiefly to wholesalers located in cities, who in turn sold to the retail trade. 
From detailed evidence of this type the Commission drew, as I think it reasonably 
might, the inference that the rival products through local retailers, made their 
appeal to the same buying public and so were competitive. From a comparative 
study of the statistics of sales, the Commission might also, I think, reasonably 
have found that the McElwain Company wass uccessfully competing, by secur- 
ing by far the larger proportion of the trade in this type of shoe, its gross sales 
of dress shoes in 1920 being more than $33,000,000 and in 1921 more than 
$15,000,000, as compared with petitioner’s sales of its similar dress shoes of ap- 
proximately $2,500,000. 

No useful purpose would be served by reviewing the evidence at length. To 
refer to only two of the many items which support the findings of the Commission, 
the fact relied upon, that petitioner, in the year ending May 31, 1921, sold only 
52-5/12 dozen pairs of the competing shoes to dealers patronizing the McElwain 
Company, would seem to be without significance in the light of other evidence that 
in one state, Missouri, where petitioner sold its product to 4,801 of the 5,150 retail 
she dealers in the state, the McElwain Company sold in the same [3805] year, 
chiefly through wholesalers and independent jobbers, 25,669 dozen pairs of the 
competing product. It appears that in 1921 petitioner sold its shoes to every 
retailer in Kentucky, Tennessee and Texas. In that year, when the value of 
the gross sales of the McElwain Company had been cut in half by business 
depression, it sold in those states 8,791 dozen pairs of its competing product, 
chiefly through independent jobbers, in addition to its sales in that territory 
through wholesale houses at Columbus, Ohio, and Chicago. 

Apart from the more general testimony that both companies sold extensively 
in the same states and in the same cities, the inference from this evidence seems 
irresistible that in these states, as was the case in others,* the competing products 
were not only offered through different systems of distribution to the same 
retailers, but were by them offered and sold to the ultimate consumers in their 
communities. Both products being made and suitable for the same use, the fact 


*The petitioner sold to three retail dealers in every four in Illinois. The McElwain 
Company sold 9547 dozen pairs of competing shoes to independent jobbers and retailers in 
that state. In addition, an affiliated wholesale house located in Chicago sold about 18,000 
dozen pairs. In California, where the International Shoe Company sold to seven retail 
dealers in every ten, the McElwain Company sold 1586 dozen pairs to retailers and inde- 
pendent jobbers; and an affiliated wholesaler located at San Francisco sold, almost wholly 
within the state, about 10,000 dozen pairs of the competing shoes. 
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that each presented some minor advantages over the other, it might reasonably 
be inferred, would tend to increase, rather than diminish the competition. In 
fact, the chairman of petitioner’s board of directors testified that its 500 salesmen 
were unsuccessful in their efforts to increase the sales of its Patriot Brand of 
dress shoes (the alleged competitive product) above about 3,000 pairs a day 
because they were unable to convince retailers of the superiority of petitioner’s 
more serviceable dress shoes over the better [806] looking dress shoes of the 
type manufactured by the McElwain Company. 

Nor am I able to say that the McElwain Company, for the stock of which 
petitioner gave.its own stock having a market value of $9,460,000, was then in 
such financial straits as to preclude the reasonable inference by the Commission 
that its business, conducted either through a receivership or a reorganized com- 
pany, would probably continue to compete with that of petitioner. See Standard 
Fashion Co. v. Magrane-Houston Co., 258 U.S. 346, 356, 357. It plainly had large 
value as a going concern, there was no evidence that it would have been worth 
more or as much if dismantled, and there was evidence that the depression in 
the shoe trade in 1920-1921 was then a passing phase of the business. For these 
reasons and others stated at length in the opinion of the court below, I think the 
judgment should be affirmed. 

Mr. Justice Hotmes and Mr. Justice BRANDEIS concur in this opinion. 
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Epwarp WEINFELD, District Judge: The Government seeks to enjoin a pro- 
posed merger between the defendants, Bethlehem Steel Corporation and The 
Youngstown Sheet and Tube Company, on the ground that it would violate 
section 7 of the Clayton Act, as amended.’ 

Under the proposed merger Bethlehem is to acquire all the assets and prop- 
erties of Youngstown pursuant to an agreement between them entered into on 
December 11, 1956. Trior to the execution of the agreement the defendants 
applied to the Department of Justice for clearance*~ and submitted in support 
of their request detailed data pertaining to themselves, to other companies in 
the iron and steel industry, and to the industry in general. The Department of 
Justice was of the opinion that the contemplated merger came within the ban 
of section 7 and refused clearance. When the defendants nonetheless exe- 
cuted the merger agreement the Government commenced this suit to block its 
consummation. 

The Government, relying in large measure upon the data submitted by the 
defendants in support of their clearance application, supplemented by facts 
culied from governmental and steel industry reports, moved for summary judg- 
ment pursuant to Rule 56 of the Federal Rules of Civil Procedure. The de- 
fendants in opposing the motion contended that the data relied upon by the 
Government did not give the complete factual picture necessary for a determi- 
nation of the competitive consequences of the proposed merger. While most of 
the basic facts relevant to a decision of the ultimate issues were not in dispute, 
the Court was of the view that additional evidence, not in the summary judgment 
record, would, in view of the complex issues centering about a vast industry 
vital to the nation’s economic welfare, be helpful in deciding the case. Accord- 
ingly, the Court, without disposing of the motion in classical summary judgment 





























164 Stat. 1125 (1950), 15 U.S.C. § 18 (1952). 
® For an explanation of the Department’s clearance procedure, see Hansen, The Depart- 


ment of Justice and the Antitrust Laws, published in Understanding the Antitrust Laws 
137. 144 (PLI 1958). 
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terms, decided that as a matter of sound judicial administration the case should 
proceed to trial in order to obtain a more comprehensive record.’ 

On its summary judgment motion the Government confined its attack to the 
horizontal aspects of the proposed merger. Upon the trial the Government 
expanded its attack and urged as an additional ground the vertical aspects of 
the merger. 

At the trial the parties stipulated that the affidavits and exhibits submitted 
in support of and in opposition to the Government’s motion for summary judg- 
ment be deemed part of the trial record, subject to the right of cross-examination. 
A number of the affiants were cross-examined at length. Other witnesses were 
calied by the parties and testimony was given on both the horizontal and 
vertical aspects. The parties, at the Court’s suggestion, further stipulated many 
additional basic facts with respect, among other matters, to capacity, production, 
and shipments for the iron and steel industry as a whole and for Bethlehem 
and Youngstown separately. 

Since a good deal of the evidence was of a technical nature requiring some 
understanding of the process of producing steel and steel products and the 
operations of steel plants, the Court with the consent of counsel and in their 
company, observed in operation two of the plants of one of the defendants. 

The record before the Court reveals that generally there is no dispute as to 
the basic facts. The essential differences between the parties are as to the 
inferences and conclusions to be drawn from those facts and the interpretation 
of section 7 of the Clayton Act. 

The Government's basic charge is that the proposed merger will substantially 
lessen competition in the iron and steel industry as a whole and in a variety 
of important products on a nationwide basis as well as in many areas of the 
country. 

The defendants, while conceding they are in competition with one another in 
certain areas of the country with respect to certain products, deny that such 
competition is substantial—indeed, they urge that it is de minimis. Their essen- 
tial position is not only a denial that the merger may substantially lessen compe- 
tion, but on the contrary that it would have a beneficial competitive effect : 
that the expansion of steel capacity contemplated under the merger plan would 
stimulate competition both in the area of expansion and in other areas, and would 
enable Bethlehem to challenge the dominant position of United States Steel 
Corporation in the steel industry. 

At the outset it is well to emphasize that the case does not involve any claim 
of violation or threatened violation of any provision of the Sherman Act. We 
are not dealing with issues of restraint of trade, monopolization or attempt to 
monopolize. The Government’s attack on the proposed merger is grounded 
solely on section 7 of the Clayton Act, as amended in 1950, which provides in 
pertinent part: 

“No corporation engaged in commerce shall acquire, directly or indirectly, 
the whole or any part of the stock or other share capital and no corporation 
subject to the jurisdiction of the Federal Trade Commission shall acquire the 
whole or any part of the aspects of another corporation engaged also in com- 
merce, Where in any line of commerce in any section of the country, the effect 
of such acquisition may be substantially to lessen competition, or to tend to 
create a monopoly.” * 

We turn to the legislative history of the Clayton Act, to the circumstances 
which gave rise to its passage and to the 1950 amendment of section 7. 

It is stating a fact of history to say that Congress felt that the Sherman Act 
passed in 1890° had proved quite ineffective in halting the growth of “trusts” 
and monopolies. Huge consolidations and mergers continued to be effected 
through the purchase of stock and “trusts” continued to flourish. The evils of 
corporate mergers and combines with their increasing concentration of power 
commanded the concerned attention of the nation. The “rule of reason” enunci- 
ated by the Supreme Court in 1911 in Standard Oil Co. v. United States," regarded 
by many as having weakened the Sherman Act, gave impetus to efforts to secure 
more effective means of preserving our free enterprise system. Political agitation 


3 United States v. Bethlehem Steel Corp., 157 F. Supp. 877 (S.D.N.Y. 1958). 

#64 Stat. 1125 (1950), 15, U.S.C. § 18 (1952). 

*For an historical summary of events which led to the passage of the Sherman Act, see 
United States v. Trans-Missouri Freight Ass’n, 166 U.S. 290, 319 (1897). See also United 
States v. E. I. duPont de Nemours & Co., 351 U.S. 377, 386 (1956). 

$221 U.8..1 (1911). 
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for curbing the growing power of “trust” and the concentration of economic power 
followed the Supreme Court ruling. In the national campaign of 1912 all major 
political parties denounced the monopolistic trends and their platforms carried 
planks for remedial legislation. The leadership in the efforts to strengthen 
the antitrust laws was assumed by Woodrow Wilson, who thereafter in a series of 
messages to Congress urged further legislative action.” The Congress acted 
in 1914 by passing the Clayton Act.* Its essential purpose was preventive—to 
check anticompetitive acts in their incipiency before they reached the dimensions 
of Sherman Act violations. In short, Congress contemplated a standard much 
less rigorous than that which had become required under the Sherman Act. As 
stated in the Senate Report on the bill: 

“Broadly stated, the bill, in its treatment of unlawful restraints and mo- 
nopolies, seeks to prohibit and make unlawful certain trade practices which, as 
a rule, singly and in themselves, are not covered by [the Sherman Act], or other 
existing antitrust acts, and thus, by making these practices illegal, to arrest the 
creation of trusts, conspiracies, and monopolies in their incipiency and before 
consummation.” ° 

This has been expressly recognized by the Supreme Court.” 

Despite the clear purpose of the original section 7 of the Clayton Act, its 
objectives were not fully realized. This frustration was generally attributed 
to a number of factors. First, the statute applied only to acquisitions of stock 
and did not apply to acquisitions of assets, and even as to stock acquisitions it 
was interpreted so as not to apply where the stock was used to acquire assets.” 
Second, it was generally assumed that original section 7 did not apply to vertical 
mergers.” The inadequacies of the section, whatever the reasons, were further 
highlighted by pronounced post war merger activity which resulted in the elimi- 
nation by large corporations of independent companies in industries which had 
traditionally been considered small business fields. Congress showed increas- 
ing concern with the sharp rise in economic concentration and with the prospect 
of even greater concentration in the light of the continuing merger trend.” 
Further, the Columbia Steel case * brought home the limitations of the Sherman 
Act in merger cases. It was against this background that Congress amended 
section 7. 

The 1950 amendment to section 7 expanded its sweep so as: (1) to prohibit 
the acquisition of assets as well as stock; (2) to broaden the area in which com- 
petition may be adversely affected by eliminating the test of whether the effect 
of the acquisition may be substantially to lessen competition between the acquir- 
ing and the acquired corporation; (3) to eliminate the prior test of whether 
the acquisition might restrain commerce “in any community” and instead, to 
make the test whether “in any line of commerce in any section of the country” 
the acquisition may substantially lessen competition, or tend to create a mo- 
nopoly ; and (4) to cover vertical as well as horizontal mergers. 

The Congressional reports illuminate the reasons which led to the amendment 
of section 7. A fair reading of both the Senate and House Committee Reports * 
leaves no doubt as to its major objectives. As stated in those Reports they 
were, in some instances in haec verba, (1) to limit future increases in the level 
of economic concentration resulting from corporate mergers and acquisitions; 
(2) to meet the threat posed by the merger movement to small business fields 
and thereby aid in preserving small business as an important competitive factor 
in the American economy; (3) to cope with monopolistic tendencies in their 
incipiency and before they attain Sherman Act proportions; and (4) to avoid 
a Sherman Act test in deciding the effects of a merger. 

Against the historical background of the Clayton Act and the 1950 amend- 
ment of section 7, we proceed to consider the issues. 


7 See, e.g., Message to Congress, January 20, 1914, 51 Cong. Rec. 1978. 
gar ripssy Federal Trade Commission Act, 38 Stat. 717 (1914), as amended, 15 U.S.C. 
E 52). 

®S. Rept. No. 698, 63d Cong., 2d sess. 1 (1914). 

20 United States v. E. I. du Pont de Nemours & Co., 353 U.S. 586, 589 (1957). 

“Swift € Co. v. FTC, 272 U.S. 554 (1926); Thatcher Mfg. Co. v. FTC, 272 U.S. 554 
(1926) ; Arrow-Hart &€ Hegaman Elec. Co. v. FTC, 291 U.S. 587 (1934). 

12 Cf. United States v. E. 1. du Pont de Nemours & Co., 353 U.S. 586 (1957). 

33H. Rept. No. 1191, 81st Cong., 1st sess. 2-3 (1949) (hereafter referred to as H. Rept. 
oan Federal Trade Commission, A Summary Report on the Merger Movement 

). 


senate States v. Columbia Steel Co., 334 U.S. 495 (1948). See also H. Rept. No. 1191, 
pp. 10-11. 


18H. Rept. No. 1191: S. Rept. No. 1775, 8ist Cong., 2d sess. (1950) (hereafter referred 
to as S. Rept. No. 1775). 
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In broad outline, the essential issues which the Court is called upon to de- 
termine, and as to which the Government has the burden of proof, are: the line 
or lines of commerce and the section or sections of the country in which the 
effects of the merger may be felt—in other words, the relevant market with 
rspect to both products and geographic areas—and whether there is a reason- 
able probability that the merger may substantially lessen competiiton or tend 
to create a monopoly within the relevant market. , 

The contending positions of the parties can be understood only against the 
background and general pattern of the iron and steel industry, the making and 
distribution of steel and steel products, the nature, size and location of the com- 
panies in the industry, the nature of competition in the industry generally, and 
the relative positions of Bethlehem and of Youngstown. The parties are in irrec- 
oncilable dispute on what are the relevant markets both as to products and 
areas. The difficulty recognized by the Supreme Court “of laying down a rule 
as to what areas or products are competitive, one with another” ” is highlighted 
in this case. 

~ = * * * s 
IV. CONCLUSION 


To sum up the Court’s conclusions as to the impact of the merger, it is clear 
that the acquisition of Youngstown, by Bethlehem, would violate section 7 in that 
in each of the relevant markets considered the effect may be substantially to 
lessen competition or to tend to create a monopoly. 

The proposed merger would eliminate the present substantial competition 
between Bethlehem and Youngstown in substantial relevant markets. It would 
eliminate substantial potential competition between them. It would eliminate a 


substantial independent alternative source of supply for all steel consumers. It 
would eliminate Youngstown as a vital source of supply for independent fabrica- 
tors who are in competition with Bethlehem in the sale of certain fabricated steel 
products. It would eliminate Youngstown as a substantial buyer of certain 
fabricated steel products. 


One final matter remains to be considered. The defendants urge earnestly 


that in considering the impact on competition of the proposed merger the Court 
take into account what they point to as its beneficial aspects. Any lessening of 
competition resulting from the merger should be balanced, they say, against the 
benefits which would accrue from Bethlehem’s plan to expand the Youngstown 
plants thus creating new steel capacity in an existing deficit area and enhancing 
the power of the merged company to give United States Steel more effective and 
vigorous competition than Bethlehem and Youngstown can now give separately. 

We pass for the moment the question of whether or not this contention is any- 
thing more than an expression of good intention and high purpose.” 

The substance of their argument is: the steel mills in and around the Chicago 
area “ lack sufficient plant capacity to satisfy demand in that area, especially 
for heavy structural shapes and plates; these have been in critical short supply 
for years and the lag has been supplied by distant steel producers at excessive 
freight costs and premium prices. The defendants contend that the situation 
will become more acute in the years ahead and that the shortage has already re- 
sulted in new steel-consuming industries locating their plants in other regions of 
the country—a “kind of chain reaction [which] is a wasteful drag on the country’s 
economic resources.” The defendants say a remedy is sorely needed “and that 
the merger will unquestionably provide that remedy.” In essence this summarizes 
their justification for the merger. 


16 United States v. Columbia Steel Co., 334 U.S. 495, 511 (1948). 

6 In which event it is irrelevant. United States v. E. I. du Pont de Nemours € Co., 353 
U.S. 586, 607 (1957); Standard Oil Co. v. United States, 337 U.S. 293, 298-299 (1949). 
See also H. Rept. No. 1191, p. 8 ‘“‘Under [§ 7] a merger or acquisition will be unlawful 
if it may have the effect of either (a) substantially lessening competition or (b), tending 
ot create a monopoly. These two tests of illegality are intended to be similar to those 
which the courts have applied in interpreting the same language as used in other sections 
of the Clayton Act. Thus it would be unnecessary for the Government to speculate as to 
what ia in the ‘back of the minds’ of those who promote a merger; or to prove that the 
acquiring firm had engaged in actions which are considered to be unethical or predatory ; 
or to show that as a result of a merger the acquiring firm had already obtained such a 
degree of control that it possessed the power to destroy or exclude competitors or fix 
prices.” [Emphasis supplied. ] 

* As referred to by the defendants the Chicago area consists of the states of Indiana, 


Illinois, Wisconson, Minnesota, Iowa, Missouri, North Dakota, South Dakota, Nebraska, 
and Kansas. 
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What is planned under the proposed merger is an expansion of the ingot capacity 
of Youngstown’s two existing plants, one at Chicago and the other at Youngstown, 
by 2,588,000 tons, and a new plate mill and a new structural shape mill at Youngs- 
town’s Chicago plant with combined capacity of 1,176,000 tons. The plan also 
provides for a moderization program which would increase capacity to roll cer- 
tain products at the Chicago and Youngstown plants. This part of the plan is 
unrelated to the structural shape and plate program. 

It is undoubtedly easier and cheaper to acquire and develop existing plant 
capacity than to build entirely anew. Each defendant in urging the merger takes 
a dim view of its ability to undertake, on its own, a program to meet the existing 
-and anticipated demand for heavy structural shapes and plates in the Chicago 
area. Youngstown claims it is without the know-how, the experienced personnel, 
or the requisite capital to enter into the structural shape and plate business. 
Bethlehem, acknowledging it has the know-how and the experience in that field, 
contends that the construction of an entirely new fully integrated plant in the 
Chicago area of 2,500,000 tons of ingot capacity is not economically feasible. It 
estimates that such a new plant would cost $750,000,000 (or $300 per ton of ingot 
eapacity) as compared to $358,000,000 (or $135 per ton ingot capacity) for ex- 
pansion of Youngstown’s existing plants under the plan outlined above. Bethle- 
hem also rules out as uneconomical the construction of a hew plant in the Chicago 
area limited to structural shape and plate mills. 

The defendants’ apprehensions, which, of course, involve matters of business 
judgment and, in a sense, matters of preference, are not persuasive in the light 
of their prior activities and history, their financial resources, their growth and 
demonstrated capacity through the years to meet, the challenge of a constantly 
growing economy. 

Over the decades Bethlehem has grown through mergers and acquisitions: it 
has grown internally; it has not only maintained but bettered its position in a 
highly concentrated industry; it has never lacked the financial resources or the 
effective means required to expand and keep pace with the increased demands of 
our national economy. 

From an ingot capacity of 212,800 tons in 1905 Bethlehem’'s capacity reached 
23,000,000 by January 1, 1958. During the nine vear period from January 1, 
1948 to January 1, 1957, it expanded its ingot capacity from 13,800,000 tons to 
20,500,000 tons, an increase of 6,700,000 tons or 48.6 percent. Over the five 
year period from 1953 to 1958 the percentage increase was 30.7 percent. The 
fact is that within one year of the commencement of this action to enjoin the 
merger, Bethlehem increased its steel capacity by 2,500,000 tons. The sig- 
nificance of this increase is apparent when it is noted that as of January 1, 
1957 there were in the United States 84 companies with steel ingot capacity, of 
which 75 had a total capacity of less than 2,500,000 tons. 

Youngstown no less than Bethlehem has demonstrated ability to keep pace 
with the demands of our growing economy. Youngstown expanded from an 
ingot capacity of 806,400 tons in 1906 to 6,500,000 tons by January 1, 1958. 
During the nine-year period from January 1, 1948 to January 1, 1957 it ex- 
panded its ingot capacity from 4,002,000 tons to 6,240,000—an increase of 
2,238,000 or 55.9 percent. Over the five-year period from 1953 to 1958 its ingot 
capacity grew 31.4 percent. 

Youngstown, too, has been a vigorous factor in the steel industry. Its po- 
sition as No. 6 casts it in the role of one of the giants of that mammoth in- 
dustry. Through the years it has carried on a regular expansion program. 
In 1955, without regard to the merger. it projected a comprehensive future de- 
velopment plan, part of which has already been put into effect. During the 10- 
year period, 1947-1956, Youngstown made capital expenditures of $353,000,000. 

A fact not to be overlooked—indeed one to be underscored—is that no adverse 
factor justifies Youngstown’'s participation in the proposed merger. Indeed for a 
number of years the return on its invested capital was greater than that earned 
by either United States Steel or Bethlehem. No financial stringency, present or 
threatened, justifies its absorption by Bethlehem. 

The Court is not persuaded that the proposed merger is the only way in which 
the supply of plates and shapes in the Chicago area can be expanded. Other steel 
producers are capable of meeting the challenge. In fact both United States Steel 
and Inland are in the process of expanding their capacities in the Chicago area 
for structural shapes and United States Steel is also expanding its capacity for 
plates in that area. 

In essence, the defendants are maintaining that a proposed capacity increase 
of 1,176,000 tons in the Chicago area for plates and structural shapes counter- 
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balances a merger between companies which produced over 24,000,000 tons of 
ingots and shipped almost 15,500,000 tons of a great variety of finished steel 
products in 1955. It has already been noted that hot rolled sheets, cold rolled 
sheets and hot rolled bars are the three most important products of the iron and 
steel industry and that Bethlehem and Youngstown are substantial and import- 
ant factors in the production of these key products. Plates and structural shapes 
are substantially less important in terms of tonnage than hot and cold rolled 
sheets and hot rolled bars. Assuming the relevance of the argument, the defend- 
ants have failed to establish counterbalancing benefits to offset the substantial 
lessening of competition which would result from the merger. 

Not only do the facts fail to support the defendants contention, but the argu- 
ment does not hold up as a matter of law. If the merger offends the statute 
in any relevant market then good motives and even demonstrable benefits are 
irrelevant and afford no defense. Section 7 “is violated whether or not actual 
restraints or monopolies, or the substantial lessening of competition, have oc- 
curred or are intended”.” 

The antitrust laws articulate the policy formulated by Congress. The signifi- 
cance and objectives of the Clayton Act and the 1950 amendment are well docu- 
mented. In approving the policy embodied in these acts, Congress rejected the 
alleged advantages of size in favor of the preservation of a competitive system. 
The consideration to be accorded to benefits of one kind or another in one section 
or another of the country which may flow from a merger involving a substantial 
lessening of competition is a matter properly to be urged upon Congress. It is 
outside the province of the Court. The simple test under section 7 is whether 
or not the merger may substantially lessen competition “in any line of commerce 
in any section of the country.” 

Any alleged benefit to the steel consumer in the Chicago district because of 
reduced freight charges and an increased supply, cannot, under the law, be bought 
at the expense of other consumers of numerous other steel products where the 
effects of the merger violate the Act. A merger may have a different impact in 
different markets—but if the proscribed effect is visited on one or more relevant 
markets then it matters not what the claimed benefits may be elsewhere. And for 
that matter, with respect to oil field equipment and supplies, as separate lines 
of commerce, the contention itself is by its own terms unavailing.”. Amended 
section 7 as stated in the Committee Reports ‘* * * is intended [to prohibit] 
acquisitions which substantially lessen competition, as well as those which tend to 
create a monopoly * * * if they have the specified effect in any line of commerce, 
whether or not that line of commerce is a large part of the business of any of 
the corporations involved in the acquisition. * * *®% The purpose of the bill 
is to protect competition in each line of commerce in each section of the coun- 
try”’.” (Emphasis supplied. ) 

The merger offers an incipient threat of setting into motion a chain reaction 
of further mergers by the other but less powerful companies in the steel industry. 
If there is logic to the defendants’ contention that their joinder is justified to 
enable them, in their own language, to offer “challenging competition to United 
States Steel * * * which exercises dominant influence over competitive condi- 
tions in the steel industry * * *” then the remaining large producers in the “Big 
12” could with equal logic urge that they, too, be permitted to join forces and to 
concentrate their economic resources in order to give more effective competition 
to the enhanced “Big 2”; and so we reach a point of more intense concentration 
in an industry already highly concentrated—indeed we head in the direction 
. of triopoly. 

Congress in seeking to halt the growing tendency to increased concentration 
of power in various industries was fully aware of the arguments in support of 
the supposed advantages of size and the claim of greater efficiency and lower 
cost to the ultimate consumer. It made no distinction between good mergers 
and bad mergers. It condemned all which came within the reach of the pro- 
hibition of section 7. The function of the Court is to carry out declared Con- 
gressional policy. “Though our preference were for monopoly and against com- 
petition, we should ‘guard against the danger of sliding unconsciously from the 


® United States vy. E. I. du Pont de Nemours & Co., 353 U.S. 586, 589 (1957). 
® See note 38 supra. 

* S. Rept. No, 1775 p. 5. 

*® H. Rept. No. 1191 p. 8. 


88251—59——15 
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narrow confines of law into the more spacious domain of policy’”.” The Court 
must take the statute as written. 

The proposed merger runs afoul of the prohibition of the statute in so many 
directions that to permit it, is to render section 7 sterile. To say that the elimi- 
nation of Youngstown would not result in “a significant reduction in the vigor of 
competition” in the steel industry is, in the light of its history, to disregard ex- 
perience. 

The Court concludes that there is a reasonable probability that the merger of 
Bethlehem and Youngstown would, in violation of section 7, substantially lessen 
competition’and tend to create a monopoly in: 

(1) theiron and steel industry, 
(2) hot rolled sheets, 
(3) cold rolled sheets and 
(4) hot rolled bars, in 
(a) the United States as a whole, 
(b) the northeast quadrant of the United States, 
(c) Michigan, Ohio, Pennsylvania and New York, 
(d) Michigan and Ohio, 
(e) Michigan, and 
(f) Ohio, 
(5) buttweld pipe, 
(6) electricweld pipe, 
(7) seamless pipe, 
(8) oil field equipment, 
(9) oil field equipment and supplies, 
(10) tin plate, 
(11) track spikes, and 
(12) wire rope, in 
(a) the United States as a whole. 

Submit decree within ten days, in accordance with the foregoing and the fur- 
ther enumerated findings of fact and conclusions of law filed herewith, enjoining 
the proposed merger as violative of section 7 of the Clayton Act. 

Dated, November 20, 1958. 

EDWARD WEINFELD, 


United States District Judge. 
(168 F. Supp., p. 576.) 


FIRSTAMERICA CORPORATION 
[Federal Reserve Bulletin, February, 1959, Vol. 45, No. 2, p. 134] 


In the Matter of the Application of Firstamerica Corporation for prior approval 


of acquisition of voting shares of California Bank, Los Angeles, California. 
(Docket Number: BHC-46) 


ORDER APPROVING APPLICATION 


There having come before the Board of Governors pursuant to Section 3(a) (2 
of the Bank Holding Company Act of 1956 (12 USC 1843) and Section 4(a) (2 


of the Board’s Regulation Y (12 CFR 222.4(a) (2)), an application on behalf of 


Firstamerica Corporation, a Delaware corporation with its principal place of 
business at San Francisco, California, for the Board’s prior approval of the 
acquisition of 80 percent or more of the outstanding voting shares of California 
Bank, Los Angeles, California; a hearing on said application having been held 
pursuant to Section 7(a) of the Board’s Regulation Y (12 CFR 222.7(a)) ; op 
portunity having been given all parties to file proposed findings and conclusions ; 
the Hearing Examiner having filed a Report and Recommended Decision in which 
he recommended that said application be approved; and all such steps having 


been taken in accordance with the Board’s Rules of Practice for Formal Hearings 
(12 CFR 263) ; 


IT IS HEREBY ORDERED, for the reasons set forth in the accompanying State- 
ment of the Board of this date, that the said application be and hereby is granted, 
and the acquisition by Firstamerica Corporation of 80 percent or more of the 


© Denver Union Stock Yard Co. v. Producers Livestock Marketing Ass’n, 356 U.S. 282, 
289 (1958). . 
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outstanding voting shares of California Bank, Los Angeles, California, is hereby 
approved, provided (1) that such acquisition is completed within three months 
from the date hereof, and (2) that no action be taken by Firstamerica Corpo- 
ration, California Bank, or First Western Bank and Trust Company, San Fran- 
cisco, California, that will result in the termination of the corporate existence of 
either California Bank or of First Western Bank and Trust Company, San 

Francisco, California, as a separate functioning banking institution until after 

60 days following the date of this Order. 

Dated at Washington, D.C., this 14th day of January, 1959. 
By order of the Board of Governors. 

Voting for this action: Chairman Martin, Vice Chairman Balderston, and Gov- 
ernors Szymeczak, Mills, and Shepardson. Voting against action: Governor 
Robertson. 

(Signed) Merrritr SHERMAN, 
Secretary. 


(SEAL) 


STATEMENT 


This case involves an application filed by Firstamerica Corporation, San Fran- 
cisco, California (“Firstamerica”’), a bank holding company, pursuant to Section 
3(a) (2) of the Bank Holding Company Act of 1956 (the “Act’”),’ for the prior 
approval by the Board of Governors of the Federal Reserve System of the 
acquisition by Firstamerica of 80 percent or more of the voting shares of Cali- 
fornia Bank, Los Angeles, California (“California Bank’). If the proposed 
acquisition is approved, Firstamerica plans to merge First Western Bank and 
Trust Company, San Francisco, California (‘First Western”), an existing sub- 
sidiary of Firstamerica, into California Bank, under the charter of the latter. 

In accordance with Section 3(b) of the Act,* the Board gave notice of the 
application to the Superintendent of Banks of the State of California and re- 
quested his views and recommendations. In his letter of reply, dated Septem- 
ber 3, 1958, the Superintendent of Banks recommended that the application be 
granted. 

In view of the State Superintendent’s favorable recommendation, a hearing 
on the application was not mandatory under the Act. The Board, however, in 
accordance with Section 7(a) of its Regulation Y, ordered that a public hear- 
ing be held before a duly designated Hearing Examiner; and such a hearing was 
held at the Federal Reserve Bank of San Francisco on October 27-29, 1958. On 
the basis of the record, the Hearing Examiner in his Report and Recommended 
Decision, filed on December 5, 1958, recommended that the application be 
approved. 

General background.—Firstamerica is a corporation organized on September 
27, 1957, under the laws of the State of Delaware, with its principal place of 
business at San Francisco, California. Subsequent to its organization, Trans- 
america Corporation (“Transamerica”), which at that time was a bank holding 
company, transferred to Firstamerica all of the stock previously held by Trans- 
america in its majority-owned banks in exchange for all of the stock of First- 
america and immediately thereafter distributed the latter stock to shareholders 


1 Section 3(a) (2) provides that “It shall be unlawful except with the prior approval of 
the Board * * * (2) for any bank holding company to acquire direct or indirect ownership 
or control of any voting shares of any bank if, after such acquisition, such company will 
directly or indirectly own or control more than 5 per centum of the voting shares of such 
bank; * ‘ 

2“(b) Upon receiving from a company any application for approval under this Section, 
the Board shall give notice to the Comptroller of the Currency, if the applicant company 
or any bank the voting shares or assets of which are sought to be acquired is a national 
banking association or a District bank, or to the appropriate supervisory authority of the 
interested State, if the applicant company or any bank the voting shares or assets of 
which are sought to be acquired is a State bank, and shall allow 30 days within which the 
views and recommendations of the Comptroller of the Currency or the State supervisory 
authority, as the case may be, may be submitted. If the Comptroller of the Currency or 
the State supervisory authority so notified by the Board disapproves the application in 
writing within said 30 days, the Board shall forthwith give written notice of that fact to 
the applicant. Within three days after giving such notice to the applicant, the Board 
shall notify in writing the applicant and the disapproving authority of the date for com- 
mencement of a hearing by it on such application. Any such hearings shall be com- 
menced not less than 10 nor more than 30 days after the Board has given written notice 
to the applicant of the action of the disapproving authority. The length of any such 
hearing shall be determined by the Board, but it shall afford all interested parties a rea- 
sonable opportunity to testify at such hearing. At the conclusion thereof, the Board shall 
by order grant or deny the application on the basis of the record made at such hearing.” 
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of Transamerica, thereby effecting a separation of Transamerica’s banking and 
non-banking businesses in accordance with requirements of the Act. As a re- 
sult, Transamerica ceased to be, and Firstamerica became, a bank holding com- 
pany on July 1, 1958. There is no corporate connection between Firstamer- 
ica and Transamerica. 

At present, Firstamerica has 23 subsidiary banks located in 11 western 
States with total deposits of $2,952 million in June 1958. It is the largest bank 
holding company in the country. 

First Western is Firstamerica’s largest subsidiary bank and its only sub- 
sidiary in Califormia. It ranks sixth in size among banks in that State. It 
has 100 banking ‘offices, all in the State of California. Most of these are in 
northern California, but 27 are in the Los Angeles nietropolitan area (Los 
Angeles and Orange Counties). 

California Bank is the fifth largest bank in California. It has 65 banking 
offices and, with the exception of one office in neighboring San Bernardino Coun- 
ty, all of these offices are in the Los Angeles metropolitan area. 

If Firstamerica’s application to acquire stock of California Bank is approved 
and the contemplated merger of that Bank with First Western is consummated, 
the resulting bank would be the third largest in the State. 

Statutory factors.—In determining whether or not to approve this applica- 
tion, the Board is required by Section 3(c) of the Act is consider the follow- 
ing factors: 

“* * * (1) the financial history and condition of the company or companies 
and the banks concerned; (2) their prospects; (8) the character of their man- 
agement; (4) the convenience, needs, and welfare of the communities and the 
area concerned; and (5) whether or not the effect of such acquisition or merger 
or consolidation would be to expand the size or extent of the bank holding com- 
pany system involved beyond limits consistent with adequate and sound banking, 
the public interest, and the preservation of competition in the field of banking.” 

Financial history and condition, and prospects.—The first two statutory factors 
may be considered together. Firstamerica itself, because of its recent activation, 
has only a brief financial history. However, since its principal assets are stock 
of its subsidiary banks, both its financial condition and prospects may reasonably 
be regarded as paralleling those of its subsidiary banks; and the record indicates 
that the financial condition and prospects of its subsidiary banks are satisfactory. 
The financial history and condition and prospects of California Bank are also 
satisfactory. 

The Board concludes that the evidence relevant to the first two statutory 
factors is consistent with approval of the application but does not provide sub- 
stantial affirmative support for such approval. 

Character of management.—Firstamerica and California Bank are presently 
under capable management. It is planned that, if the stock acquisition and 
merger are consummated, the Board of Directors of Firstamerica will be re- 
constituted with prominent representation by the present management of Cali- 
fornia Bank. Firstamerica alleges that the result will be to strengthen its 
management. In his Report (p. 8), the Hearing Examiner concludes that it will 
“result in an improvement in the strength and depth of management which will 
inure to the advantage of the depositors and all of the banks involved, including 
not only those subject to the merger but those constituting units in the bank 
holding company system.” 

While it is probable, as alleged, that the acquisition of California Bank would 
add strength and depth of management to Firstamerica and First Western, it 
does not appear that such strengthening and deepening of management is so 
badly needed, or so difficult to obtain through other means, as to make the 
proposed transaction necessary on those grounds. Considering all aspects of 
the management of these institutions, it is the Board’s judgment that the alleged 
improvement with respect to management cannot be considered to be of sub- 
stantial significance as a basis for approval of the application. 

Convenience, needs and welfare of the communities and area concerned.—The 
extent to which a particular transaction may affect the convenience, needs, and 
welfare of the area concerned is a matter of degree, and determination of its 
effect must involve exercise of judgment. It seems clear, however, that con- 
tribution to the “needs” of the public would have greater significance than con- 
tribution to the “convenience” of the public and that the former would have 
greater impact than the latter upon the “welfare” of the communitjes and area 
concerned. 
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In the present case, the evidence is not such as to demonstrate that the pro- 
posed acquisition is necessary to meet the “needs” of the public. Firstamerica 
concedes that existing banks in California are not presently “failing in any 
general sense to provide adequate banking services to the businesses and resi- 
dents of California,” and that in the areas most directly affected there are 
available the customary range of banking services. 

Firstamerica contends, however, that the proposed stock acquisition and sub- 
sequent merger of California Bank and First Western would provide several 
benefits to the “convenience” and “welfare” of the public. 

One such benefit claimed is that the merged bank would have larger lending 
limits and consequently greater serviceability to the public. This public benefit 
can be claimed, to some extent, for any merger of two banks, since the two banks 
together will necessarily have a larger loan limit than either would have sepa- 
rately. The resulting benefit to the public in such cases can easily be over- 
estimated, and the possibility of such an overestimate is particularly great when 
the banks to be merged are already of considerable size, such as the two banks 
here involved, each of which has about $1 billion of deposits. When banks 
have attained such size they already have loan limits large enough to enable 
them to meet, without assistance from other lenders, the credit needs of fairly 
large businesses. Those still larger businesses that the merged bank would be 
able to service without assistance usually are better able than other borrowers 
to tap a large number of alternative sources of credit, and thus are usually less 
dependent on any one or a few sources. Hence any benefit to them is likely to 
add little to the facilities that are, in practice, already available to them. 

It is also to be remembered that credit needs can be satisfactorily met even 
though they exceed the loan limit of a particular bank. One of the functions 
of correspondent banking arrangements is to take care of such situations; 
participations by several banks in a single line of credit are not only entirely 
practicable but also of common occurrence. The record in the present case does 
not demonstrate there have been demands for large loans that could not have 
been satisfactorily met by an existing California bank, including California 
Bank and First Western, either alone or on a participation basis. 

Another benefit to the public “convenience” and “welfare” is claimed to flow 
from the wider coverage of the State of California that would be afforded by 
the proposed merged institution. Firstamerica and the State Superintendent of 
Banks assert that in all the communities in which California Bank and First 
Western now have offices, the public for the first time will have available through 
the new combined bank a source of statewide banking services other than that 
now afforded by Bank of America National Trust and Savings Association 
(“Bank of America’) and that the existence of two such sources of statewide 
services would benefit the public. Thus, the State Superintendent of Banks 
expressed the opinion that the ability of the combined bank to furnish more 
effective competition on a statewide basis would serve “the best interests of all 
citizens of this State,’ and that the “combined institutions, without lessening 
competition, would better serve the convenience, needs, and welfare of the com- 
munities of the entire State.” Among the advantages said to result from a 
statewide banking system are those which would be afforded particularly to 
customers with statewide business interests. The Hearing Examiner stated 
in his Report (p. 10), that these advantages include availability of a statewide 
collection service, more rapid check clearance, expediting credit and credit infor- 
mation, and transfer of savings accounts without loss of interest, and that, 
through a statewide banking system like Bank of America’s, banks outside of 
California “can cover the State with a single correspondent account and obtain 
immediate or facilitated credit for checks drawn anywhere in the State.” 

Statewide services can, however, be offered not only by an institution that is 
itself statewide, but also through correspondent arrangements among different 
banks. The record fails to show that adequate banking services are not now 
being provided on a statewide basis by existing banks either alone or through 
participation with correspondent banks. The record also indicates that First 
Western is not totally deficient in statewide coverage. Although it operates 
principally in the northern section of the State, it has 100 offices in 30 of the 
State’s 58 counties; and it has 27 offices in the Los Angeles area now served 
by offices of California Bank. In addition, it has pending applications for 35 
de novo branches of which 10 would be in the Los Angeles area. Thus, while 
First Western admittedly does not have complete statewide coverage, it can 
alone or in conjunction with correspondents offer statewide services alleged to 





218 REGULATION OF BANK MERGERS 


be presently available only through Bank of America. Other banks in California 
ean also offer statewide services in conjunction with correspondents. 

It appears that the merged bank would have a more balanced loan and 
deposit structure and therefore greater adaptability to the varying needs of 
individual localities: that it would have a broader geographical coverage that 
would enable it more readily to meet variations in seasonal demands and 
local economic fluctuations; and that it would have the advantage of the 
specialized experience of both banks in particular lending activities that would 
provide an increased range of services over a broader area of the State. These 
benefits are aiso -available to some extent through correspondent relations. 
‘However, it may be somewhat more difficult for such correspondent relation- 
ships to convey these benefits to the public as fully as those previously dis- 
cussed. As hereafter indicated, it appears that First Western concentrates 
principally on savings deposits and mortgage and installment loans, while 
California Bank predominantly specializes in deposits and loans of a commer 
cial character. An extension of both types of specialized operations to the offices 
of both institutions might to some extent increase the availability of such 
services and thus, to some extent, serve the “convenience” and “welfare” of 
the public. 

Considering the various aspects of the public “convenience” and “welfare,” the 
Board concludes that the proposed transaction would to some extent serve such 
“convenience” and “welfare,” but that its contribution in this respect would 
not be a strong ground for approval of the application. 

The fifth statutory factor: Effect of size and extent.—The Act specifically 
directs the Board to consider the “size or extent” of a bank holding company 
system. It is important to bear in mind, however, that the statute does not 
require the Board to consider the size and extent of a bank holding company 
alone; the mandate of Congress is to consider whether or not the effect of a 
specific stock acquisition would be to expand the size or extent of the holding 
company system beyond limits consistent with adequate and sound banking, 
the public interest, and the preservation of competition in the field of banking 
This distinction is especially significant in the present case in view of the size 
and extent of the holding company system involved. 

Firstamerica is by far the largest bank holding company in the country. 
As of June 1958, it had 23 subsidiary banks with 322 banking offices (excluding 
facilities at miiltary reservations), located in the States of Arizona, California, 
Colorado, Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, 
and Wyoming. The aggregate deposits of its subsidiary banks amounted to 
about $2,952 million, representing 11.13 percent of the offices and 9.27 percent 
of the deposits of »’ commercial banks in the 11-State area. As compared with 
these indications of size and extent, the second largest bank holding company 
in the country as of December 31, 1957, had subsidiary banks with 158 offices 
and aggregate deposits of about $1,961 mllion, all located within a single 
State: and the third largest holding company, as of the same date, had sub- 
sidiary banks with 98 offices and aggregate deposits of about $1,689 million, 
located in 7 States. 

If the proposed acquisition and merger are consummated, the number of banking 
offices and deposits in the Firstamerica system as of June 1958 would be increased 
to 387 and about $4 billion, respectively, an increase of about one-fifth in offices 
and over one-third in deposits. In the 11-State area, Firstamerica’s percentage 
of commercial bank offices would be increased from 11.18 to 13.37, and its per- 
centage of deposits from 9.27 to 12.55. 

Within the State of California, Firstamerica’s present subsidiary, First West- 
ern, as of June 1958, had 100 banking offices (6.6 percent of total offices) and 
deposits of $906 million (4.33 percent of total deposits). The proposed acquisi- 
tion and merger of California Bank and First Western would cause Firstamerica 
to control 165 offices (10.89 percent of the State total) and deposits of $1,949 
million (9.31 percent of the State total). 

The largest bank in California (and in the world) is Bank of America National 
Trust and Savings Association which, as of December 31, 1957, had 618 cffices 
(excluding facilities at military reservations) located in 56 of the 58 counties 
in the State and total deposits of over $9 billion. As of the same date, Bank of 
America had 41.87 percent of banking offices (excluding facilities at military 
reservations) and 44.93 percent of total deposits in the State of California. 
The next three largest banks in the State are Security-First National Bank, 
American Trust Company, and Crocker-Anglo National Bank, with 13.08 percent, 
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7.26 percent, and 6.55 percent, respectively, of total deposits. California Bank, 
which Firstamerica proposes to acquire, ranks fifth in size, with 4.6 percent of the 
State’s total commercial bank deposits. First Western, Firstamerica’s present 
subsidiary, is sixth, with 4.23 percent of the State’s total deposits. If the pro- 
posed acquisiton aind merger were consummated, Firstamerica’s California sub- 
sidiary bank would rank third in the State, with 8.83 percent of total deposits. 
It would control 11.11 percent of the State’s commercial banking offices. 

Effect upon adequate and sound banking.—With respect to the first of the three 
elements of the fifth statutory factor, there is no evidence in the record that the 
expansion in the size and extent of Firstamerica resulting from the proposed 
transaction would be inconsistent with “adequate and sound banking.’ The 
Board concurs in the Hearing Examiner’s conclusion (p. 13 of his Report) that the 
transaction “will not expand the size or extent of the bank holding company 
system involved beyond limits consistent with adequate and sound banking in 
California.” 

Effect upon the public interest——Since the Act does not explicitly condemn 
the absolute size or extent of a bank holding company as contrary to the public 
interest, the question of the effect upon the public interest of the expanded size 
and extent of Firstamerica as a result of the proposed transaction must, in the 
Board’s opinion, depend upon the relationship of that transaction to “adequate 
and sound banking” and “preservation of competition in the field of banking,” 
taking into consideration any offsetting favorable effects upon the public interest 
that might ensue in the light of the first four statutory factors. As heretofore 
indicated, it does not appear that the evidence would strongly support approval 
of the application as far as the first four factors are concerned. On the other 
hand, there is no indication that it would in any way be inconsistent with those 
factors or with adequate and sound banking. The decisive consideration in this 
“ase, therefore, is the relation of the proposed transaction to preservation of 
competition in the field of banking. 

Effect upon preservation and competition.—Although Firstamerica’s subsidi- 
ary banks cover 11 western States and while the effect of the proposed transac- 
tion upon competition in that area will be considered later, it is clear from the 
record in this case that, in determining the effect of the transaction upon preser- 
vation of banking competition, the principal area to be considered is the Los 
Angeles metropolitan area in which all but one of California Bank’s 65 offices 
are located. 

As minimizing the extent to which competition would be eliminated, Firsta- 
merica contends that the two banks are engaged in different and complementary 
types of business. It appears that historically First Western has been primarily 
a savings institution and that California Bank has been engaged largely in a 
commercial banking business. Of First Western’s total deposits of individuals, 
partnerships, and corporations (IPC deposits), only about 37 percent are demand 
deposits, whereas 69 percent of California Bank’s IPC deposits are on a demand 
basis. This difference in types of deposit business, while less marked, exists in 
the Los Angeles metropolitan area in which offices of both banks are located. 
In that area, in June 1958, 55 percent of First Western's IPC deposits were 
demand deposits. Where the primary market areas of the offices of the two 
banks overlap, as hereafter described, California Bank’s total demand deposits 
were 70.3 percent of its total deposits, whereas First Western’s corresponding 
percentage was 48.6 percent. Of the total loans of all offices of California Bank 
involved in the overlap areas, commercial loans were 71 percent and real estate 
and instalment loans were 29 percent, whereas similar percentages for First 
Western’s offices involved were 27.1 percent and 72.9 percent, respectively. 
These differences between kinds of loans may in some respects be more repre- 
sentative of the different nature of the businesses than the figures on demand 
and time deposits. In the Board’s judgment, while the banks cannot be said to 
be engaged in entirely different types of business, there is a difference in emphasis 
which should be taken into account in appraising the effects upon competition. 

Without regard to the difference in types of business, however, Firstamerica 
contends that no substantial competition would be eliminated by the proposed 
transaction. As previously indicated, all but one of California Bank’s 65 offices 
are located in Los Angeles and Orange Counties which comprise the Los Angeles 
metropolitan area; the one other office is in neighboring San Bernardino County 
in which there is no office of First Western. While most of First Western’s 
100 offices are in the northern section of the State, it has 27 offices in the Los 
Angeles metropolitan area. Consequently, it is primarily within that area that 
any competition between the two banks presently exists. 
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Firstamerica asserts that a proper measure of the effect of the acquisition and 
merger in eliminating competition is the fact that it is contemplated that only 
four offices of the two banks would be closed following the merger. It is believed, 
however, that a better measure of competition between the two banks is to be 
derived from consideration of the extent to which the primary market areas of 
offices of such banks overlap and of the deposits of particular offices originating 
in those areas. For this purpose, one indication of the primary market area of 
an office may be considered to be that from which it derives about 75 percent 
of its deposits. (This is one of the standards suggested in footnote 3 to the ap- 
plication form prescribed by the Board under Regulation Y. ) 

It appears’that there are 14 such overlapping primary market areas, involving 
29 offices of California Bank and 23 offices of First ‘Western. California Bank 
derives $238 million (about 26.6 percent) of its total IPC deposits from these 
“overlap” areas; while First Western derives $86 million (about 47.6 percent) of 
its IPC deposits in the Los Angeles area from the same overlap areas. These 
facts suggest that in dollar volume the amount of competition that would be 
eliminated by the proposed acquisition of California Bank would not be insig- 
nificant. That some potential competition would also be eliminated is suggested 
by the fact that First Western has 10 pending applications for additional 
branches in the Los Angeles area and that California Bank has 5 pending ap- 
plications for branches in that area. As a further factor in the competitive 
situation the Board has also considered the effect in the Los Angeles area of the 
overall size and market power of Firstamerica. 

The significance of the foregoing adverse considerations, however, is consid- 
erably lessened by the number of banking offices, the total volume of deposits, 
and the existence of a large number of alternative sources of banking services 
in the Los Angeles metropolitan area. There are 45 banks with head offices in 
that area. These banks, together with banks having head offices elsewhere, 
operate a total of 559 offices in the area. In that area, in June 1958, California 
Bank had 11.5 percent of total offices and 12.5 percent of deposits ; First Western’s 
percentages of offices and deposits are 4.8 and 2.8 respectively. Consequently, 
the hank resulting from the proposed merger would have 16.3 percent of offices 
and 15.3 percent of deposits. In the same area, however, Bank of America had 
37 percent of total offices and 40.9 percent of total deposits; and Security-First 
National Bank has 23.8 percent of offices and 27.4 percent of deposits. More- 
over, in the 14 overlapping primary market areas of California Bank and First 
Western, California Bank's $238 million and First Western’s $86 million of IPC 
deposits, previously mentioned, represent only 3.3 percent and 1.2 percent, re- 
spectively, of the total IPC deposits of all banking offices in the Los Angeles 
metropolitan area. ; 

These considerations relating to the relatively small proportion of banking 
offices and deposits affected and the remaining relatively large number of al- 
ternative sources of banking services substantially ameliorate any adverse 
effects on banking competition in the area primarily concerned. 

In the course of the hearing, Mr. Harry Harding. representing the Inde 
pendent Bankers Association of the Twelfth Federal Reserve District and the 
Independent Bankers Association, Sauk Centre, Minnesota, contended that ap- 
proval of the proposed transaction would be tantamount to an invitation to 
Firstamerica to broaden its hold on banking assets in California and would 
create a scramble on the part of southern and northern California banks to 
expand in order to meet the increased competitive advantage resulting from 
the proposed merger. This possibility has been given careful consideration in 
view of the potential ability of Firstamerica and other institutions to expand 
through acquisitions of banks within the State. Any such future expansion, 
whether through bank mergers or stock acquisitions by bank holding companies, 
would of course be subject to approval by the appropriate supervisory authority. 
To the extent that such expansion would be subject to the jurisdiction of this 
Board under the Bank Holding Company Act, the decision as to whether it 
would adversely affect competition would have to depend upon all relevant 
circumstances at that time, including the extent to which the proposed expansion 
would give the holding company a dominant position in any area or result in a 
substantial reduction in alternative sources of banking services. 

While The Bank of California, National Association, San Francisco, did not 
contend that the proposed transaction would itself adversely affect that Bank’s 
competitive position, it objected at the hearing to the use by the resulting bank 
of any name containing the words “Bank” and “California” on the ground that 
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its position in northern California would be affected by the similarity in names. 
To the extent that the name of the resulting bank might be similar to that of 
sank of California and might therefore lead to confusion it would not, in the 
Board’s opinign, be consistent with the public interest. However, the State 
Superintendent of Banks has indicated that the name of the resulting bank 
must be approved by him and that the name “California Bank” will not be 
available for its use. Recognizing the jurisdiction of the State Superintendent 
in this matter, the Board assumes that the name finally approved will reflect due 
consideration by the State Superintendent of the Bank of California’s objection. 

There remains for consideration the question whether the proposed transaction 
will in any way be inconsistent with preservation of banking competition in the 
10 other western States in which Firstamerica has subsidiary banks. 

In his Report (pp. 21, 22), the Hearing Examiner pointed out that 21 of the 
22 subsidiary banks of Firstamerica in the 10 States other than California have 
correspondent balances with First Western, but that in dollar volume their 
deposit balances with Bank of America are greater than those with First West- 
ern, and that California Bank does only a small portion of its business in those 
10 States. Nevertheless, it is probable that the proposed transaction and the 
subsequent merger of California Bank and First Western would increase the 
ability of Firstamerica to compete for the business of large customers and banks 
in the 10 States involved. It also seems likely that the increased size of the 
holding company and the greater resources at its disposal would serve indi- 
rectly to strengthen the position of its subsidiary banks in the 10 States, with 
consequent effect upon the future competitive position of independent banks 
in those States. These are admittedly adverse considerations, but the record 
does not support the conclusion that the proposed transaction would bring about 
any substantial lessening of competition in the communities in those 10 States 
in which Firstamerica’s subsidiary banks are located. While the transaction 
here proposed might so increase the resources of Firstamerica as to further its 
ability to expand in the 11-State area (including California) through the ab- 
sorption of other banks by mergers, it may be noted that in its Report to Con- 
gress of May 7, 1958, the Board recommended that mergers of subsidiary banks 
of bank holding companies be brought within the coverage of the Bank Holding 
Company Act. 

In connection with the competitive effect of the proposed stock acquisiton, 
the Board has considered whether it would substantially lessen competition or 
tend to create a monopoly so as to violate Section 7 of the Clayton Antitrust 
Act. Attention has been given to the standards applied in a recent Federal 
court decision, in the case of United States v. Bethlehem Steel Corporation and 
The Youngstown Sheet and Tube Company (D.C.S.D.N.Y., decided November 20, 
1958). In the Board’s judgment, however, the situation involved in that case 
is to be distinguished from that here involved. As in that case, the plan here 
proposed would result in the elimination of one source of the relevant services, 
but the distinguishing aspects of the present case are the fact that the bank being 
absorbed holds a substantially smaller portion of the entire relevant market 
than did the company to be absorbed in the Bethlehem case and the fact that in 
the relevant market areas there would remain a greater number of alternative 
sources of supply than would have remained after the absorption proposed in 
the Bethlehem case. In the Board's opinion, therefore, the proposed acquisition 
would not be such as to lessen competition substantially or to tend to create a 
monopoly within the meaning of Section 7 of the Clayton Aca. 

Conclusion.—After weighing all relevant facts contained in the record in the 
light of the factors stated in Section 3(c) of the Act, it is the Board’s judgment, 
for the reasons herein indicated, that the proposed transaction would be con- 
sistent with those factors, and the Board therefore concurs in the recommenda- 
tion of the Hearing Examiner that the application be approved. It Is SO ORDERED. 


DISSENTING STATEMENT OF GOVERNOR J. L. ROBERTSON 


The decision of the Board in approving the application by Firstamerica 
Corporation is not, in my judgment, supported by the weight of evidence in the 
record, nor is it compatible with the intent of Congress in enacting the Bank 
Holding Company Act. 

Firstamerica seeks approval of the acquisition of 80 percent or more of the 
outstanding Voting shares of California Bank for two reasons. First. it wishes 
to merge its subsidiary, First Western Bank and Trust Company (a billion- 
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dollar bank with 100 banking officers), and California Bank (a billion-dollar 
bank with 65 offices). Thus, Firstamerica asserts, the resulting bank will be 
enabled to compete more effectively with Bank of America National Trust and 
Savings Association, the world’s largest commercial bank. Secondly, it seeks 
to obtain, through the acquisition and subsequent merger, better bank manage- 
ment for First Western—a rather startling admission to come from a billion- 
dollar banking institution and a three-billion-dollar holding company that con- 
trols 23 banks in 11 States. 

The Applicant, of course, has not stated its purposes in this bald manner. 
To justify the proposed acquisition and merger, Applicant asserts that the public 
convenience, needs, and welfare will be better served. These assertions will be 
discussed later, but for the present suffice it to say that the reasons asserted 
as purporting to justify approval of this application are familiar indeed, since 
they are asserted in connection with nearly every proposed merger and bank 
holding company acquisition. 

Under Section 3(c) of the Act, the Board is required to consider, in passing 
upon the present application, the following factors : 

“* * * (1) the financial history and condition of the company or companies 
and the banks concerned; (2) their prospects ; (3) the character of their manage- 
ment; (4) the convenience, needs, and welfare of the communities and the area 
concerned; and (5) whether or not the effect of such acquisition or merger or 
consolidation would be to expand the size or extent of the bank holding company 
system involved beyond limits consistent with adequate and sound banking, the 
public interest, and the preservation of competition in the field of banking.” 

As to the first two statutory factors, financial history and condition, and 
prospects of the company and banks concerned, I concur in the conclusion 
reached by the Board that “The evidence relevant to the first two statutory fac- 
tors is consistent with approval of the application but does not provide substan- 
tial affirmative support for such approval.” 

With regard to the third factor, character of management, the Applicant’s 
assertions have been placed in proper focus in the Board's opinion. Clearly, 
the record does not sustain the Applicant’s position that Firstamerica and First 
Western are to any measurable degree in need of additional strength or depth 
of management. To the extent that there is a genuine need for better man- 
agement in First Western, such talent would appear to be available within the 
present holding company system, or through ordinary personnel recruitment 
and training programs. , 

The validity of this conclusion is fully supported by the fact of the successful 
operation of each of Firstamerica’s 23 subsidiary banks and the resource status 
of Firstamerica’s group, approximating $3 billion. I am quite satisfied that an 
abundance of top-flight managerial talent, possessing every specialty skill alleged 
to be presently wanting, could be obtained for a fraction of the sum that First- 
america proposes to pay as a premium to California Bank shareholders— 
$15 million above the adjusted book value of their stock. 

The Board has concluded that the alleged improvement with respect to man- 
agement cannot be considered to be of substantial significance as a basis for 
approval of the application. It is my judgment that the applicant’s representa- 
tions in this respect, viewed in light of the evidence adduced, constitute abso- 
lutely no support for a favorable determination. 

Passing to the fourth factor, requiring board consideration of “the conveni- 
ence, needs, and welfare of the communities and area concerned,” Firstamerica 
has conceded, and the Board has found, that the communities and area concerned 
do not “need” the institution proposed under this plan. Firstamerca has stated 
on the record that the customary range of banking services is presently being 
provided to California businesses and residents. 

As to alleged benefits to the “convenience” and “welfare” of the public within 
the area concerned, the Board’s opinion, as I read it, makes a negative disposition 
of these allegations, compelling a conclusion similar to that reached as to “needs.” 
For example, in reference to the claim that the merged bank would have larger 
lending limits and consequently greater serviceability to the public, the Board 
concluded that banks of the size involved in this application ‘already have loan 
limits large enough to enable them to meet, without assistance from other lenders, 
the credit needs of fairly large businesses,” and that as to still larger businesses 
seeking sources of credit, their ability “to tap a large number of alternative 
sources of credit * * * [makes them] usually less dependent on any one or a few 
sources.” 
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As to credit needs exceeding the loan limit of a particular bank, the Board 
concluded, and I concur, that “The record in the present case does not demonstrate 
there have been demands for large loans that could not have been satisfactorily 
met by an existing bank, including California Bank and First Western, either 
alone or on a participation basis.” The instances cited by Firstamerica as evi- 
dencing some form of public clamor for credit service on a nonparticipating 
basis constitute, in my judgment, isolated instances of customer preference, not 
properly characterized as legitimate instances of public need. 

The majority statement has also refuted, it seems to me, Applicant’s assertion of 
a second major benefit that will flow from approval of the proposed plan, namely, 
the availability of a second banking institution furnishing statewide services 
resulting in more effective competition on a statewide basis, thus serving ‘‘the 
best interests of all citizens of this State.” As to this, the Board concluded that 
the record reflects (a) that adequate statewide banking services are presently 
available through existing banks alone or through participation with correspond- 
ent banks, and (2) that First Western, while not having complete statewide 
coverage, can presently offer, either alone or in conjunction with correspondents, 
statewide service. 

That First Western is presently in a position to offer state-wide services is 
substantiated, as the Board found, by the number and location of First Western’s 
100 banking offices in the State and the fact that First Western now has pending 
applications for 35 additional branches. The disingenuous argument that First 
Western is not presently a state-wide organization, and that this merger will 
make it so, is refuted by a glance at a map of California showing the location of 
its banking offices and those of California Bank. The only improvement in First 
Western’s present statewide position that can result from approval of this ap- 
plication is that which in reality is sought by Applicant—to increase its size and 
concentration of banking power in California. Such a result might serve the 
“convenience, needs, and welfare” of Firstamerica, First Western, and California 
Bank, but, in my judgment, it would adversely affect the public interest and the 
convenience, needs, and welfare of the communities and area concerned. The 
latter consideration, not the former, was the subject of Congressional concern in 
enacting the Bank Holding Company Act. It takes more imagination than I 
possess to see how approval of this transaction favorably affects the welfare of 
the people of California or the areas in which the banks operate. 

In considering this fourth factor, the Board concluded that the contribution 
of the proposed transaction “would not be a strong ground for approval of the 
application.” I go further and conclude, as heretofore indicated, that the pro- 
posed acquisition and merger are wholly inconsistent with each element of that 
factor. 

However, even if the fourth factor could be said to be “neutral,” the evidence 
adduced relative to the fifth factor should preclude the approval of the applica- 
tion, because the effect of such approval would be to expand the size and extent 
of Firstamerica’s system beyond limits consistent with adequate and sound 
banking, the public interest, and the preservation of competition in the field of 
banking. 

Here we have a bank holding company which already owns a billion-dollar 
California bank (in addition to 22 banks elsewhere) seeking to acquire an addi- 
tional billion-dollar bank in California. The banks here involved are not small 
retail banks serving isolated communities. They are big banks. Each of these 
banks is actively striving to obtain as much banking business as it can handle, 
whether large or small, wherever it can find it. In so doing, it is competing 
against all other banking institutions seeking the same business. It is obvious, 
therefore, that approval of this application will eliminate substantial banking 
competition, present and potential, and deprive the public of a major alternative 
source of banking facilities and credit. 

In this case, we have, in addition, an actual overlapping in the Los Angeles 
metropolitan area—California Bank operating 64 offices there and First Western 
27—and this means that even under the narrowest possible construction of this 
factor of the Bank Holding Company Act competition unquestionably is being 
eliminated and consequently is not being preserved. 

This Board has previously taken the position that “the question whether the 
size or extent of the proposed holding company system would be consistent with 
‘adequate or sound banking’ or with the ‘public interest’ must depend largely 
upon findings as to its effect upon ‘preservation of competition in the field of 
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banking’.”* Applying this principle to the present proposal, I can reach only 
one conclusion: to the extent that the proposed acquisition and merger elimi- 
nates existing and potential competition and thus further concentrates banking 
power, to an equal extent the adequacy and soundness of banking will be 
imperiled and the public interest jeopardized. 

Such jeopardy to the public interest results where, as in this case, a sub- 
stantial dollar volume of competition between First Western and California 
Bank, both present and potential, will be eliminated in the Los Angeles area. 
The record discloses that 29 offices of California Bank derive approximately 
$238 million of deposits from areas in which 23 offices of First Western derive 
approximately $86 million of deposits. Thus, depositors represented by at least 
$324 million, this figure being conservative, would be deprived of an alternative 
banking facility by approval of this plan. Further, as the Board found, there 
would also be the elimination of potential competition between these two banks 
in this area, evidenced by the pendency of applications by each bank for 
additional branches in the area, 10 by First Western and 5 by California Bank. 

Even more significant, however, is the effect of the plan on banking in the 
entire Los Angeles area, with bank deposits of over $8 billion, the largest volume 
of any metropolitan area or section in the western half of the country. In this 
major center, the plan would deprive the public, borrowers as well as depositors, 
of one of the competing sources of banking accommodation heretofore available 
to it. 

I cannot agree with the Board that there exist important differences in the 
types of business conducted by these two competitors that “should be taken 
into account in appraising the effects upon competition.” The intimation that 
First Western is principally a savings institution as contrasted with the basically 
commercial character of California Bank is refuted by the fact that approxi- 
mately 55 percent of First Western’s deposits in the Los Angeles metropolitan 
area are demand deposits. I cannot see any significant distinction between the 
types of business sought and obtained by these two banks. 

In my opinion, the adverse effects of approval of the proposed plan on banking 
competition in the Los Angeles area are not overcome by other considerations 
such as the total number of banking offices in the area, the total volume of de- 
posits, or the existence of a number of alternative sources of banking services. 
These considerations were felt by the Board to “substantially ameliorate” the 
adverse effects on banking competition in this area. But in the absence of im- 
portant offsetting benefits (practically conceded by the majority statement), 
the proposed elimination of substantial present and potential competition in this 
area by the proposed acquisition and merger is clearly inconsistent with the pub- 
lic interest and welfare that the Bank Holding Company Act was designed to 
protect. 

More difficult to measure arithmetically, but, as I view it, equally inconsistent 
with adequate and sound banking, the public interest and preservation of com- 
petition. is the effect to be anticipated throughout the State of California as a 
result of this acquisition and merger. Most of the banking business in Cali- 
fornia is handled by a few large banks. Of the more than 120 banks operating in 
the State at the close of 1957, six held 77 percent of the State’s total banking 
offices and more 80 percent of its deposits. In June 1958, California Bank ranked 
fifth in deposits and sixth in number of offices of all California banks; First 
Western ranked sixth and fourth, respectively. The resulting bank would rank 
third in both deposits and offices. The practical result will be that instead of 
having to compete against one multibillion statewide institution, the smaller 
banks in the State of California, about 100 in number, will now face the competi- 
tion of two statewide Goliaths. When most of the bank deposits and offices 
within a State are already concentrated in the hands of a small number of very 
large banks, any proposal that would further increase the degree of concentra- 
tion will not make the lot of the 100 or more smaller banks any easier, but may 
reduce their ability to grow with their communities and provide the kind of 
banking services expected of banking institutions. Therefore, the proposal 
should not be approved in the absence of a strong showing that the public inter- 
est and welfare will be served. 

In spite of the banking concentration evidenced by the above figures, a sizable 
number of smaller banks are presently surviving the impact of large bank com- 


Jn the Matter of the Applications of First New York Corporation et al. BHC Nos. 1, 2, 
and 3 (1958 Federal Reserve BULLETIN 902, 912). 


I 


N 





REGULATION OF BANK MERGERS 995 


petition in California. That fact, however, does not justify encouragement of 
further concentration. Under the impact of such concentration, the desire on the 
part of smaller competing banks to survive in some form could arouse the same, 
or even greater, necessity for merger or bank holding company affiliation that 
allegedly impelled the present application. Thus, the proposed plan portends a 
result similar to that foreseen by the Court in the case of United States v. 
Bethlehem Steel Corporation and The Youngstown Sheet and Tube Company 
(D.C. S.D.N.Y.), decided November 20, 1958, in which a proposed merger in the 
steel industry was disapproved under Section 7 of the Clayton Act: 

“The merger offers an incipient threat of setting into motion a chain reaction 
of further mergers by the other but less powerful companies in the * * * indus- 
try.” 

The possibility of a substantial reduction in competing banking facilities 
available to users or potential users thereof, with a simultaneous concentration 
of economic power in the hands of a few large banks, is the precise condition 
envisioned by Congress as jeopardizing a sound banking system and being inimical 
to the public interest. 

Furthermore, in reference to the other 10 States in which Firstamerica con- 
trols banks, we must also be concerned with the effect of the expanded size or 
extent of this holding company on adequate and sound banking, the public 
interest, and the preservation of competition. In six of these States, First- 
america’s banks held, in June 1958, a large proportion of total bank deposits: 
Arizona, 38 percent; Nevada, 76 percent; New Mexico, 14 percent; Oregon, 41 
percent; Utah, 20 percent; Wyoming, 17 percent. One cannot close his eyes to 
the fact that the present competitive potential of Firstamerica’s subsidiaries in 
the States in which they now operate will be strengthened as a result of an 
increase of one billion dollars in the commercial bank deposits controlled by that 
holding company. 

My conclusions in this regard are not altered by the testimony of Applicant’s 
principal officer to the effect that few advantages, if any, would be realized by 
Firstamerica’s other 22 subsidiaries for the reason that the parent holding com- 
pany exerts a minimum of control over its banks and renders little or no assist- 
ance in the way of procuring business, improving internal operations, or inter- 
fering with internal administration or management. To attach validity to this 
assertion one would have to assume that a holding company itself serves no 
purpose other than to hold bank stock as an investment, and that no functional 
relationship exists between or among its subsidiaries. The history and growth 
of Applicant’s predecessor alone makes this assumption impossible and the 
assertion incredible. 

In view of my conclusion that this application should be denied in the light 
of the standards stated in the Bank Holding Company Act, it is unnecessary for 
me to inquire into whether the proposal would involve violation of Section 7 of 
the Clayton Act, which forbids any corporation to acquire the stock of another 
“where in any line of commerce in any section of the country, the effect of such 
acquisition * * * may be substantially to lessen competition * * *” The fol- 
lowing observations, however, raise substantial question as to the legality of the 
proposal under the Clayton Act. 

As stated in the Bethlehem Steel case, cited above, a major purpose of Section 7 
is to ward off the anticompetitive effects of increases in the degree of economic 
concentration resulting from corporate mergers and acquisitions. The record 
in this matter evidences that consummation of Applicant’s plan will produce a 
marked increase in banking concentration in the State of California. The ulti- 
mate result of this concentration will be to make more difficult the maintenance 
of effective competition on the part of smaller California banks. Furthermore, 
in the Los Angeles metropolitan area the proposed acquisition and merger will 
not only eliminate entirely the present and potential competition between First 
Western and California Bank, but will also eliminate from the general competi- 
tive picture a substantial independent alternative source of bank credit and 
banking facilities. 

Under the judicial interpretation of the Clayton Act in the Bethlehem Steel 
decision, one must reject the contention that the increased size of Applicant’s 
California bank will contribute to the preservation of competition among banks 
in that State. Furthermore, like the Youngstown Company in the Bethlehem 
Steel case, both First Western Bank and California Bank are operating profit- 
ably and there is no basis for assuming they will not continue to do so; conse- 
quently there is on threat to present or future position of either that would re 
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move the proposed merger from the scope of the antitrust laws. Finally, even 
if the merger offered significant benefits in such areas as strength of manage- 
ment and convenience of the communities concerned, as I read the Bethlehem 
Steel decision such benefits are irrelevant and afford no defense if the merger 
will substantially lessen competition and thereby violate the Clayton Act. 

Returning to the Bank Holding Company Act, experience gained in more than 
a quarter century of supervision of banks and bank holding companies has taught 
me that it is preferable to anticipate a problem and act accordingly, rather than 
wait until it may be too late to deal with it effectively. This principle—pro- 
phylaxis now rather than surgery later—is the foundation of both the Clayton 
Act and the Bank Holding Company Act. Approval of the application in the 
face of the record in this case will make extremely difficulty the task of dealing 
hereafter with proposed absorptions of banks by holding companies where the 
adverse circumstances may be far less weighty than they are here. Specifically, 
the Applicant itself may be expected to push the resulting bank further along 
the path of expansion on which First Western has already embarked so suc- 
cessfully. In this regard, I again call attention to the fact that at the time this 
application was filed, Firstamerica’s First Western had pending applications for 
35 additional branches. This does not indicate a disinclination to expand— 
quite the contrary. 

The majority statement, while it concedes that the proposed acquisition 
might further Firstamerica’s ability to expand throughout the 11-State area 
through the absorption of other banks, points out hat the Board has recom- 
mended that mergers of additional banks into a holding company system via 
acquisition of assets rather than stock should be brought within the coverage of 
the Bank Holding Company Act. But that is not the law today, and there is no 
assurance that the Board’s recommendation will be adopted by Congress. Ad- 
mittedly, expansion can (and does) take place through such mergers into holding 
company system banks, over which the Board may have no jurisdiction. How- 
ever, limitations on the Board’s jurisdiction in these respects do not require the 
Board to close its eyes to reality in exercising its unquestioned jurisdiction to 
permit or prohibit acquisitions by bank holding companies through the purchase 
of bank stocks. 

As the majority Statement points out, the Holding Company Act requires the 
Board to consider, not the size of extent of a bank holding company in vacuo, 
but rather whether the proposed expansion would be inconsistent with adequate 
and sound banking, the public interest, and the preservation of competition in 
the field of banking. Board judgments reflecting adherence to this standard 
would result, in my opinion, in effectuating the intent and aim of Congress 
evidenced in its enactment of the Act—namely, that bank holding companies 
should not be absolutely precluded from expanding, but rather that expansion 
should be permitted only where the public interest will be served thereby. 

I read the Holding Company Act as empowering the Board of Governors to ap- 
prove an application, in a case where the acquisition will be adverse to “the 
preservation of competition,” only if this unfavorable factor is outweighed by 
benefits under one or more of the other four factors. In this case, a reading 
of the majority decision reveals that the Board has determined that the reasons 
for approval advanced by the Applicant are generally without merit, but never- 
theless the Board proceeds to approve the application. More specifically, the 
decision seems to determine that the first four factors are “neutral” and then 
finds that under the fifth factor, although competition will be reduced, the 
diminution is not sufficiently great to warrant disapproval. That reasoning is 
not in accord with my view of how Congress intended the Board of Governors 
to exercise the authority and responsibility vested in it by the Holding Company 
Act. 

When Congress in 1956 vested in this Board responsibility “to control the fu- 
ture expansion” of bank holding companies, it certainly did not intend—did not 
for a moment anticipate—that within three years thereafter the largest holding 
company in the world (the offspring of Transamerica Corporation, whose hasty 
buying up of banks in several States while the bill was pending did much to 
bring about the passage of this restrictive Act) would be permitted to absorb an 
additional 65-office one-thousand-million-dollar bank in California. 

After carefully weighing all the evidence, I conclude that since, under Appli- 
eant’s proposal, banking competition both present and potential will be sub 
stantially reduced without any significant offsetting contribution to the public 
need, convenience, or welfare, I must dissent from the Board’s decision. 
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COMPTROLLER OF THE CURRENCY, 
March $1, 1959. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Banking and Currency Committee, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: For the use of your committee in its consideration 
of S. 1062, there is enclosed herewith a table setting forth the reasons national 
banks went into voluntary liquidation during the years 1941-58 inclusive. We 
hope that this information will be helpful to your committee. 

Sincerely yours, 
Ray M. GIDNEY, 
Comptroller of the Currency. 


Reasons for national banks being placed in voluntary liquidation 1941 to 1958, 






























































inclusive 
1941) 1942/1943) 1944/1945) 1946) 1947/1948) 1949/1¢50 
— ~ |- — —— 
| 
Uneconomic banking units; towns overbanked; poor pros- 
pects or insufficient earning power- -_-.....------------.. 12 | 13} 22; 6/10/10) 3] 5] 4 a 
Age of officers; disinclination to continue; family differences 
or necessity to realize on investment as ieee ice Miah cae aed 1 5 | 10 4|10|.10 2; 6) 14 9 
Purchased by branch banking system for expansion pur- | | 
Cen en came 1/ 3| 4/ 5] 6] 5] 9] 4/12] 2 
Shareholde= s’ desire to liquidate stockholdings---_--....---- 3 5 7 4; 4] 5 A ao eee 6 
7 bee ce Oe ee 2 eee OC RT Sie Ow iced, ; 2) taioeniaion Siac ccaregl 
Absorbed into principal bank of holding company-.-----_---- Rye ek, Pe ha 9 9 | ie 
Desire to take advantage of more liberal State laws_._-.---- a7. 24 &e 24-8 Sh» Rideesat 2, Eames 
Unwillingness to increase common stock -_.-.-------------- OD enctacacns 2 4 D. An Pes ate 
AR hues cenmiewheweiao RRR. Bi cak Beale 3 
Purchased for removal to another town--_-_.-...-...-.------- circa tiem “6 sac theind binds tna Se es tied 
ee os tans sad acrnihenieh obi okceicnen ay wanes metnenets aint a. ee 6) RE AT BS bekesbeeedian 
I carga sileiadosliceen discs seilabtbdh incre isin diese dtlsa iow dbiptsunick |----]---- ee ~---|----|----]----|---- 
I ss Sasseesidochenipebdesivtnbnnte shsan tsccalbden peabecaiici nen ens torent ai 37 | 45 | 50 | 30 | 43 | 35 | | 30 | 27 | 32) 24 
! i 
1951 1952) 1953] 1954/1955 1956/ 1957/1958) Total 
wel | 
Uneconomic banking units; towns overbanked; poor pros- | 
pects or insufficient earning power - _........-----.---------- $i ar di si 3 5 109 
Age of officers; disinclination to continue; family differences = 
or necessity to realize on investment---.._.....-..---...---- 4 6 | 21 | 19} 10} 10 3 6 
Purchased by branch banking system for expansion purposes_.| 3 3 Oa Pt 
Shareholders’ desire to liquidate stockholdings-_--..........--- 8| 5) 8/18/18; 9] 2] 4 1s 
NE COE snk eacdecidaate Cndete inn eetnenienasen ascend encadl res al Maeno sas 6 ciate Riess Macken 25 
Absorbed into principal bank of holding company ----------- Dieiewloesel OP RT Be fons 43 
De:ire to take advantage of more liberal State laws_-_-_---.._--- DP ecat Rt hcosalcosh. 2 hat 17 
Unwillingne:s to increase common stock _....-..--------------]--.- nd ie bntinnwel, akan 16 
EEE LLL, PLES LEI RH Re cel abeedneca keatac piace iinet 12 
Purchased for removal to another town. -_.-...-.--.-----------]---- nad aee ; 1 
Reason unknown ie . 
i a ee eich ceenialdbel : 
aaa ae ocala incendie 
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